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PREFACE 


The controversy with respect to which is the best method 
to use in teaching Economics still rages. A person has his 
choice : 


1. The lecture method 
2. The discussion method 
3. The combination lecture-discussion method 

Both of the authors have used these various methods in 
teaching Economics. They are convinced that neither the 
lecture method nor the combination lecture-discussion method 
functioned advantageously either in courses they had taken or 
~ in courses they had given. 

The authors recognize the fact that one of the most difficult 
problems for students in Economics is to differentiate between 
the essential and the nonessential. Accordingly, these ques- 
tions based upon ‘Elementary Economics’ by Fairchild, Fur- 
niss, and Buck, and following the outline of the two volumes, 
are designed first of all as a guide to the student in his reading 
of the chapters. The first of the questions in each case are 
based upon the chapter material. Consequently a student, in 
reading, may use the questions as a guide to the high points 
of the chapters. Thereafter, in respect to each chapter, there 
are questions ordinarily of a more difficult nature but never- 
theless pertaining generally to the chapters. Of course, a 
student does not find his answer in so many words ; sometimes 
there are faked quotations stating the very opposite of what 
the authors of the text intended. There is much that is false 


in Economics. <A student should learn early to guard against 
‘A 
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error. Questions set up by way of a guide have an additional 
advantage. They serve to arrest the student in his reading. A 
pause and a little reflection are most important in the reading 
of Economics. 

Some instructors may not make use of all of the preliminary 
questions. The supplementary questions in each chapter may 
or may not be used in the elementary course. These questions 
can be used, if desired, in advanced courses, since the book is 
not alone intended for elementary economic courses. 

Professor Haskell wishes to acknowledge in particular his 
indebtedness to Professor H. G. Hayes for permission to use 
the examination files of Ohio State University. A few ques- 
tions have also been taken from Professor Hayes’ ‘Problems 
and Exercises” to accompany Ely and Clay, published by The 
Macmillan Company. Professor Haskell also desires to ac- 
knowledge the help given by Dean’C. A. Phillips, Professor 
F. H. Knight, Mr. Richard Nelson, and Dr. C. W. Thompson 
of the University of Iowa for their help and criticisms in the 
preparation of this volume. 

It is in order to say a few more words respecting the addi- 
tional questions in each chapter. They are collected from a 
number of courses. For example, Professor Taylor drew 
heavily upon Ph.D. examination questions used at the Univer- 
sity of Chicago during the past seven years. It is impossible to 
give credit to each professor for his particular questions for 
the reason that the originator of each of such questions is 
unknown. In many instances, Professor Taylor has given 
credit to the University of Chicago by placing a (C) after 
the questions. Possibly there are some other questions which 
should be attributed to Chicago. To cover the situation Pro- 
fessor Taylor wishes to acknowledge the contributions of the 
following University of Chicago professors: Professors 
L. C. Marshall, J. M. Clark, H. A. Millis, C. W. Wright, 
Jacob Viner, and P. H. Douglas. 


PREFACE Vii 


The authors are indebted to Professors Fairchild, Furniss 
and Buck, the authors of the text, for many valuable criti- 
cisms. They wish also to thank their students for the patience 

_ shown during the development of these questions and problems. 
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GeorGE D. HaskKELL 
R. Emmetr TAybor 
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QUESTIONS AND PROBLEMS 
IN ECONOMICS 


CHAPIER I 
FOUNDATIONS OF THE SCIENCE oF Economics 


1. In what way does evolution enter into the study of eco- 


nomics? Explain and give examples. 


2. “Our wants arise altogether from necessity.” Is this 
quotation true? If not, explain how our wants arise from 


other causes. 
3. “We have no desire for money for its own sake; what 


_ we really want is the things that money will buy.” What 
_ kinds of goods are these? 


4. “Man’s wants, as regards their number and variety, are 


4 without limit.” Is the quotation true? How is the fact of 
' importance in economics? 


5. “The fact that nature does not generally bestow her 
gifts with a free hand has given rise to most of the insti- 
tutions that we use in our present economic organization.” 


Explain and give examples. 
6. Make up your own definition, or explain economics. 


Refer to the table of contents of your text in formulating 
_ your definition or explanation. 


7. Make a list of twelve things each costing $10, listing 


- them in the order of their importance to you. Would you 
_ have made the same list a week ago? A month ago? Why? 
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8. Does the fact that you are a student in a university in 
any way create new demands upon your part? Explain. 

9. Suggest ways in which one’s social environment affects 
his economic desires. 

Io, List some articles that directly satisfy man’s wants; 
some that indirectly satisfy them. | 

11. Are the following things wealth: Good health? An 
automobile? A United States post office building? A bond? 

12. The United States is said to be wealthy while China is 
often referred to as being poor. Would the printing of more 
paper money materially increase the wealth of China? Of 
what does the wealth of a nation consist? 

13. In what senses might an advertiser be telling the truth 
in claiming to be selling his goods at less than their worth? 

14. Do the relative prices of milk and meat correspond to 
their values as foods? 

15. If aton of coal sells for $5 per ton in southern I!linois _ 
while the same ton of coal would sell for $10 per ton in Chi- 
cago, is the value of a ton twice as great in the latter place 
as in the former? . 

16. Write briefly of the relation between economics, ethics, — 
sociology, and political science. What change in the relation — 
of economics to political science took place in the course of 
the development of the former science? 

17. Ruskin criticised economists for studying wealth so — 
narrowly, saying, “There is no wealth but life.” Would — 
economists deny this? If they replied, “There is no life — 
without wealth,’ would the reply be adequate? : 

18. If a man steals a watch, does it become his property? — 
Distinguish between property, ownership, and possession. 

19. We hear much of the elimination of the middleman. — 
Can his functions be eliminated? What functions does he — 
perform? J 

20. List ten questions of national or international impor- 
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tance. Which of these are economic? What involve economic 
_ matters without being essentially economic? 

21. Name four laws of_your state that have economic con- 
_ sequences. Briefly show the economic consequence of each. 


CHAPELER II 
Factors OF PRODUCTION 


1. “The prodtiction of wealth may take the form of the 
creation of form utility, of place utility, or of time utility.” 
' Explain and give examples. 

2. Are the following producers? Give reasons for your 
answer. 

a. A corn grower 

b. A grain elevator operator 
c. A railroad © 

d. An artist 

e. A bootlegger 

f. A stock and bond broker 
g. A school teacher 


3. Is man in a better position at the present time to deal 
* with the forces of nature than he was, say five hundred years 
ago? In what respects? 

4. “The character of the land has made England one of 
the largest industrial nations of the world.” Explain. 

5. What connection is there between the character of the 
land and plant location? Explain. 

6. Has the “momentum of an early start” anything to do 
_ with plant location? Explain, using the following industries: 
_ Steel ; Automobiles ; Shoes ; Packing. 

7. Is the work of the author labor? The work of the 
composer? The work of the artist? In economics, what test 
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do we make to determine whether an activity constitutes labor ? 

8. Assume that you are the manager of a factory and are 
faced with the problem of choosing ‘between two machines. 
From the following facts, which machine would you choose? 


Why? Which machine involves the more roundabout pelt ; 


of production? 


Machine A 
Cost of building—6oo days’ labor 
Cost of operation per year—5so days’ labor 
Life of machine—10o years 
Increase in the annual output due to the machine—50% 


Machine B 
Cost of building—1oo days’ labor 
Cost of operation per year—4o days’ labor 
Life of machine—1 year 


Increase in annual output due to the machine—60% 

Assume in both cases that a day’s labor produces 1 unit of 
product and that the working year is of 300 days. 

g. If all the producers of consumers’ capital were to 
consume all that they produced, would the supply of inter- 
mediate goods be changed? How? Give reasons for your 
answer. What effect would this have upon the character of 
present production? 


10. What effect upon business profits would result from — 
more uniform talent and ability upon the part of our business — 


men? Explain. 

11. Did we abstain (postpone consumption) when we built 
the Panama Canal? If so, from what? (H) 

12. May a piano be both consumers’ capital and producers’ 
capital? Explain. 

13. There is produced approximately 60. billion dollars of 
wealth in the United States each year, of which 10 billion is 
saved. What does this mean? Contrast the productive op- 
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_ erations of the country for a year with what they would have 

_ been had this 10 billion been spent rather than saved? 

_ 14. A country innkeeper hires a man to cripple the auto- 

mobiles of passers-by. Is this man a producer? Ex- 

plain. (H) 

_ 15. What would happen to our industrial system if there 

_ were too much saving? If there were little or no saving ? 
16, Is society of any help to a person in saving? Explain, 


CHAPTER IIT 
: INDUSTRIAL STAGES OF THE INDUSTRIAL REVOLUTION 


I. Compare the household system with the modern ¢ -eco- 
“nomic system, noting in particular: 
a. The amount of trade 
b. Use of money 
c. Division of labor 
d. Social classes 
e. Degree of individual independence and freedom 
_ 2. How would you like to have been engaged in industry 
under the household system? Compare with modern times? 
- 3. Do we get some of the present methods of farming from 
the manor system? How so? 
_ 4. Can you name some modern devices or systems which, 
if thought of and used in the Middle Ages, would have de- 
-stroyed the household and the manor as centers of industrial 
plife? 

5. “Under the domestic system, there was the separation 
of the worker from ownership in the tools of his craft.” 
What effect has this had on modern industry? 

6. What modern social and economic problems can you 
name that find their roots in the factory system? 


a 


6 QUESTIONS AND PROBLEMS IN ECONOMICS 


7, Can you suggest a satisfactory solution to any of the 
problems named in Question 6? If so, outline your solution. 

8. “The craft guild was similar to the modern trade union.” 
In what respects is this true? How do they differ? To what 
extent is the modern chamber of commerce similar to the ~ 
guild? 

9. What modern regulations of commerce find their origin 
in the period preceding the industrial revolution ? 

to. Would the abolition of money in the United States 
tend to increase or decrease specialization? Give reasons for 
your answer. 


CHAPTER IV 
Tue INDUSTRIAL REVOLUTION 


1. Did the industrial revolution have any effect upon the — 
following items in your state? How? 


a. Centers of population 

b. Employer-employee relationships 
Regulation of industry 
Competition for markets 

Hours of labor 

Standard of living of workers 
National economic independence 


SS ee SSE 


2. “The use of power almost inevitably meant the factory — 
system, with machinery, power, and materials supplied by the 
owner, and the laborers under a common discipline.” What — 
effect did this have on the growth of towns? 

3. “A tendency toward uniformity runs through our age — 
eliminating the differences of habits and customs in ~~ various — 
strata of society.” Do you agree? 
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4. “When people lived largely from the work they did in 
agriculture, there was little need of large cities.” Why or 


why not? 


5. “According to one engineer, there are 26 factors to be 


‘taken into account in selecting a location for a factory. How 
_ long a list can you compile? What factors have a bearing on 
the growth of large cities? 


6. A significant fact of the Industrial Revolution has been 


the taking from the home to the factory of many things 


formerly produced in the home. What has this meant for 


- women? 


7. A Chinese student states that the problems of China are 


_ due largely to the fact that China is an agricultural nation with 
a population so large as to permit but a small income per 


farmer. His solution is the industrialization of the nation. 


- What new problems might arise should China adopt the fac- 


tory Seah 
. 8. “Machines may be used instead of physical labor, but 


they can never take the place of mental labor except for the 
- most routine kinds.” Is this true? 


g. What is meant by saying that machine industry is 
largely responsible for the development of modern cities? 


Can you name any economic problems which have resulted 
’ from this growth of cities? 


10. Show that the belief that the customary method is the 


right method and that changes are to be avoided retards 


progress. Did you ever hear of anyone within your own 


memory who opposed change on the ground that it was con- 
trary to accepted methods and beliefs? If so, concerning what? 
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CHAPTER V 
Division oF LABOR AND CONTROL OF PRODUCTION 


1. “Our industrial system is one of co-operation.” Is it — 
not possible to have too much co-operation? Does not too 
much co-ordination make the whole industrial system sensi- 
tive? Give examples showing effects. 

2. A communistic community is an example of intensive 
co-operation. Is it true that such communities are not success- 
ful? If so, how can an industrial system be successful if 
founded on the same principles? 

3. (a) Show that division of labor results in greater co- 
operation. . 

(b) Estimate the number of persons who have co- — 
operated in the production of an automobile. 

4. Explain how the division of labor increases man’s effi- 
ciency in production. What of it? Does not the division of © 
labor make a machine out of the man? 

5. They say that division of labor makes it possible for a 
man to find easily the job for which he is best fitted. What if 
he spends half of his life on the same job and then loses it. 
Is that a help to society? % 

6. “The division of labor promotes production by econo- 
mizing labor, increasing its efficiency, and making more effec- — 
tive use of capital.” This is all helpful from the point of — 
view of capital. How about the laborer? 

7. What effect does the widening of the market have upon — 
demands? How is the market widened ? ’ 

8. Would a change from hand manufacture to machine 
production have been likely had there been no extension of 
markets ? 

g. “The more we specialize the more interdependent we — 
become.”’ Illustrate this point. 
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10, What effect would good roads in Iowa tend to have 


upon the division of labor in the state? Why? 


11. If a wall were built about your county, would there 


_ tend to be more or less specialization in your city than you 


- now have? Give reasons for your answer. 


12. (a) “The political boundary lines of Europe are a 
great hindrance to the extension of division of labor.” 
Does this seem reasonable? Explain. 

(b) If each one of our states were a separate nation, 
would we have less specialization than we have today? 
Explain. 


13. “The present American tariff tends to check trade be- 
tween this country and foreign lands.” What effect does this 
have upon specialization? 

14. “A section of the country cannot specialize in market- 
ing until it can market a volume of goods far in excess of the 
needs of its own people.” Explain. 

15. During the Sixteenth and Seventeenth Centuries, gold 


‘and silver were considered the most important forms of 
_ wealth. 


(a) Do you know of any modern laws designed to in- 
crease the supply of this form of wealth in the United 


States. If so, what? 
(b) Do you think the United States would be greatly 


benefited today by increasing its supply of gold? Explain. 
16. “Laissez faire emphasized the importance of the indi- 


; ‘vidual and of the individual welfare; it is assumed that indi- 


vidual welfare and national prosperity are not incompatible.” 


_ Explain and give examples. 


17. Explain in detail what we mean by laissez faire. Is the 


_ principle of laissez faire still in operation? If so, do you be- 


lieve that it is weakening? 
18. “Our whole economic organization is ,based upon pri- 
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vate property, freedom of contract, and freedom of competi- 
tion.’ What do you understand by each? Is the quotation 
true? P 

19. “If the institution of private property had never been 
devised, there would probably have been no such things as 
wars.” What is your view of the proposition? 

20. Does the government nowadays control production? 
If not, what does? ; 

21. How do you account for the fact that as a general 
rule we find just about the right number of people engaged 
in each occupation? Explain. What is meant by the expres- 
sion “right number of people” in this question? 

22. If too many automobile tires should be produced for the 
number of automobiles in use, what automatic force would 
tend to bring these two articles back into the proper relation- 
ship to each other? Show just how this would work. 

23. Private property, freedom of contract, and competi- 
tion lave been called the fundamental organizing institutions 


in modern society. Explain wherein each serves as an or-— 


ganizing institution. 


CHAPTER. VS 
Tue ForM oF THE BusINEss UNIT 


1. Do you think it an advantage to entrust the control of 
production to entrepreneurs? Why not have production con- 
trolled by the government ? 

2. What advantages are there in the use of the individual 
proprietorship? What disadvantages are there? In what 
lines of business do we find the individual proprietorship most 
commonly used? Why? 

3. A and B enter.a partnership, agreeing to share profits 
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and losses equally. Each has invested $25,000 in the business. 
The firm fails with assets of $40,000 and debts of $1 50,000. 
For how much are A and B liable? Would the situation be 


_ different were the firm incorporated? Explain. 


4. A, B, and C are partners. A contracts a debt for the 
business without the knowledge of B or C. Who would be 
liable for this debt? Explain. 

5. A is a general partner and B and C are limited partners 
in a limited partnership. A invests $50,000 and B and C 
$10,000 each. The firm fails with assets of $40,000 and debts 
of $150,000. How much is the liability of A, B, and C? 


_ Explain. 


6. If you wished to sue a partnership, against whom should 
the suit be brought? Would the situation be at all different 
if the suit were against a corporation? Explain. 

7. (a) A, B, C, D, and E are partners, C dies. What 
effect does this have upon the partnership? Explain. 

(b) If these five men had incorporated, what effect 
would the death of C have? Explain. 

8. “The corporation was not devised until there was need 
for that type of business organization.” What particular 
needs did the corporation satisfy? 

g. “Acts beyond the scope of the corporation’s powers are 
termed ulira vires.’ Take any corporation and point out some 
legal acts, and some that are ultra vires. 
to. “If we say that the capital stock of a company is a 
million dollars, it is an elliptical way of saying that the prop- 
erty rights which the owners of the corporation hold against 
the corporation amount to a million dollars.” Explain and 


give examples. ’ 
11. Explain the various accounts of the balance sheet 


found at the bottom of Page 105. 
12. State how you should place information on the balance 


sheet when a corporation becomes insolvent. 


es 
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13. Explain the effect on the balance sheet when dividends 
are declared and when dividends are paid. 

14. “The ease with which a corporation engaged in a legiti- 
mate line of business can secure capital leads to large scale 
production, the further division of labor, and to greater spe- 
cialization in production.” Are these a hindrance or a help to 
our industrial society? 

15. “The corporation directs the savings of multitudes of 
people.” In what ways? 

16. If you were launching a corporation, what method 
would you recommend for marketing its securities? 

17. A company has capital stock of $1,000,000 divided as — 
follows: $500,000 of 6% cumulative preferred stock which 
is preferred as to dividends, and $500,000 of common stock. 
The company makes a net profit of $70,000. The directors 
decide to pay no dividend to the owners of the common 
stock. Must the owners of the preferred stock be paid? 
Explain. 

18. The XY Corporation decides to discontinue business. 
After paying all debts except money owed to security holders, 
it has left $240,000. The security holders are as follows: 


$100,000 mortgage bonds 
$100,000 preferred stock (preferred as to assets) 
$200,000 common stock 


How much would be paid to each class of security holders? 
Explain. 

19. Would you prefer to own bonds, preferred stock, or 
common stock in a company. Give reasons for your answer. 

20. Mr. X owns 20% of the common stock of the AY BE 
Corporation. The company declares a 100% stock dividend. 
What per cent of the common stock does Mr. X own after the 
dividend has been declared? Explain. What effect does this 
dividend have upon the book value of his holdings? Explain. 
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What effect would the dividend have upon each share of 
stock Mr. A owns? Explain. 

21. “In the corporation, ownership of the business has been 
divorced from its management with resultant bad effects on 
the management.”” In what sense are the two divorced? What 
are some of the resultant bad effects on the management? 

22. Answer the questions at the end of the chapter. 


CHAPTER VII 
LarGE SCALE PRODUCTION AND ComMBINATION 


1. How do you account for the fact that small scale busi- 
nesses continue to exist in spite of the advantages of large 
scale production ? 

2. Select from the following list of commodities those 
whose production you would expect to find carried on by large 


scale producers. Give reasons for your selection. 


1. Hand painted china 
Steel rails 
Office furniture 
Automobiles 
Works of art 
Wheat 
Tomatoes 

3. How is it possible for meat packers to pay more for 
live cattle and hogs than they receive for the dressed meat 
and still make a profit in the industry? 

4. Of what value are technical experiment and research in 
connection with large scale production? 

5. It is frequently stated that there is economy in admin- 
istration in respect to large scale production. Is there no 
limit to this? How about a telephone company ? 
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6. Why is large scale production not applied to farming? 

7. “Large scale production tends strongly to pass over 
into monopoly.” Why, or why not? 

8. Make a list of the outstanding features of our modern 
industrial society, such as the existence of machine industry, 
the fact that it is a speculative society, the pecuniary organiza- 
tion of society, etc. What is the relation of large scale pro- 
duction to each of these outstanding features ? 

9g. Have combinations as a whole been successful in the 
United States? How do you account for this fact? 

1o. A newspaper item states: “The Electric Auto-Lite 
Corporation, a unit of the Willys Corporation, is turning out 
4,000 complete automobile starting and lighting systems per 
day under a program recently inaugurated.” 


(a) How would you expect this corporation to com- 
pare with one of smaller size engaged in the same industry 
with respect to 

(1) amount of capital employed, 
(2) overhead cost per unit, 

(3) division of labor, 

(4) utilization of machinery, 

(5) utilization of by-products, 

(6) buying and selling expense, 
(7) experimentation and research? 
Give reasons in each. case. 


(b) How would its cost of production per unit of 
output compare with a plant of smaller size? Why? (B) 


11. A description of the oil industry states: “Because of 
the diverse but inter-related character of the various branches 
of the oil business, many of the established oil companies 
have logically included all phases in the scope of their opera- 
tion. They own millions of barrels of steel, tankage, and miles 
of gathering and trunk pipe lines. They have constructed and 
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they operate great refineries, and they have become ranking 
manufacturers. They own tank cars, terminals and stations 
in many parts of the country and of the world. They own 
and operate tank steamers—are, in fact, many industries in 
one.” 
(a) What name do economists give to this sort of de- 
velopment in an industry? Give other examples of it. 
(b) Take any one of the phases of the oil industry de- 
scribed above and indicate what would be the nature of a 
horizontal combination of it. 


12. To what cause or causes would you attribute the estab- 
lishment and maintenance of each of the following alleged 


- monopolies ? 


a. South African diamonds 

American Tobacco Company 

The shoe machinery trust 

United States Steel Corporation 
International Harvester Company 

The Chicago meat packers 

American Telephone and Telegraph Company 

13. The larger the overhead or indirect cost of a business, 
the more important it becomes to increase the volume of sales. 
Explain why. 

14. “The increased use ey machinery has greatly increased 
indirect costs.” Explain. 

15. “The refrigerator car caused the packing industry to 
be located in the West.” Why? 

16, “Large concerns can usually buy cheaper and sell 
lower.” Why can“a concern afford to sell more cheaply in 
large quantities? Why can it buy at a lower price by buying 
in large quantities? 


Te ee 
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CHAPTER VIII 
THE ORGANIZATION OF MARKETING 


1. ‘We live in an age of specialists: The ordinary worker 
devotes his energies to producing one thing or a very few 
things. But he wants hundreds of commodities and services.” 
Show that in our society such a condition would be impossible 
without trade. 

2. Trace the course of the food you ate for breakfast from 
its original producer to your table, naming the various mar- 
keting agencies that enabled you to have this food on your 
table this morning. 

3. Name and briefly describe seven marketing functions. - 
Illustrate each by an example of some business organizatioris 
of which you know. 

4. “Production for the wants of others and dependence on 
the production of others; these are the fundamental results 
of modern division of labor.”” What do you understand by 
the quotation? 

5. “The cities that form the best sales markets are those 
where trade reutes meet or toward which they converge.” 
Another class of cities forming good markets is composed of 
those which are collecting and distributing points in an ex- 
ceedingly productive area.” Give instances of each. 

6. “The middleman should be eliminated.” Attack or de- 
fend the quotation. 

7, “Our present organization is the result of changes in 
production and consumption consequent upon the Industrial 
Revolution.” How so? 

8. In general, prices at the chain store for identical com- 
modities are below those of the old line retail establishment. 
How do you account for the fact that the same neighborhood 
store continues to survive this competition? Explain. 


_" 


a 


b 
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9. “The farmer sells his eggs for eighteen cents per dozen 
while the city customer pays thirty-five cents per dozen for 
these same eggs. There can be no doubt that someone has 
made an unjustified profit.” Is this sound? Give reasons for - 


_ your answer. 


10. Could your neighborhood druggist sell you goods more 
cheaply if the wholesale drug house were eliminated? Give 
reasons for your answer. 

11. Goods may be purchased from Chicago mail order 
houses at a markedly lower price than the same commodity 


sells for in our local department stores. What economic rea- 


sons can you give for this fact? Explain. 


12. Would the price which the farmer gets for his wheat 


tend to correspond more or less closely with conditions of 


consumption and production if the organized wheat exchanges 


_ were abolished? Give reasons for your answer. 


13. In which of the following commodities would you ex- 
pect to find a relatively high degree of division of labor in 


‘marketing? In which a relatively small degree? Give reason 
_ for your answer. Wheat; milk; cotton; electric power; a 


_ newspaper. 


CHAPTER IX 
THE ORGANIZATION OF TRANSPORTATION 


1. What were the chief objections to roads as a means of 
transportation? Are those objections removed at the present 


_ time? 


2. “In the south, the diversification of crops was essential 
unless an outside supply of food could be assured.” How did 
the development of transportation help the cause of cotton? 

3. What was there in the geographical position of the rivers 


‘ 
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that made‘them undesirable as a means of transportation? 
How was the difficulty met? 

4. Aside from the use of steam, what do you consider the 
most revolutionary features in the development of railway 
transportation ? 

5. Why did not the railways offer the rivers and canals 
much competition in the early days? 

6. Describe the growth of railroads between 1850 and 
1880. 

7. What part did the Federal Government play in the de- — 
velopment of railroads after 1850? Illustrate. 

8. How do you account for the slackened pace in railroad. 
development after 1910? What does this fact indicate in re- 
gard to the future development of the railroad? 

9g. Do you expect that the development of the automobile 
and of hard surface roads will in any oF affect railroad trans- 
portation? Explain. 

10. What effect has the railroad had upon the mobility of 
labor and capital? Explain. 

11. Describe and give examples of some of the economic 
services that are performed by the railroads. 

12. (a) How do you account for the fact that in the — 
period up to the Civil War the United States was a leading — 
maritime nation? 


(b) What factors account for the decline in this. field ? 


13. What two reasons were advanced after the war in 
support of a governmental subsidy for the merchant marine? 


CHAPTERSX 


THE Economic FUNCTIONS oF GOVERNMENT 


1. How does the government take a hand in the produc- 
tion, distribution, and consumption of wealth? 
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‘It is said that much of the income of the government is 
passed on to various citizens in the form of interest payments, 
amortization of debt, and pensions. Explain. 

2. “The contributions of the government to production may 
~ be direct or indirect.” Give examples of each. 

3. “Money collected and spent by the government is taken 
out of productive use.” Do you agree? Discuss. 

4. “Man is by nature a social animal.” ‘Man is by nature 
pugnacious and self-assertive.” How can the two be recon- 
ciled so that such a thing as government is possible ? 

7 5. In what ways do adequate defences aid our economic 
__ organization? 
6. Legal control is to be found principally in two kinds 
of industry. 
(a) What are they? [Illustrate 
(b) What is the purpose of this regulation? 

7. Do you expect the increasing complexity of economic 

life to require more or less public regulation? Give reasons 
for your answer. 
- 8. “Let us have more business in politics and less politics 
' in business”—a campaign slogan in 1920. Do you expect the 
government to be able to carry out this policy and at the same 
time secure for society adequate justice and security? Give 
’ reasons for your answer. 

9. Does the government’s care of dependents and defec- 
tives aid in production? If not, why does the government 
bother about it? What is the economic result of such care? 

1o. “Our economic struggle is for the survival of the fit- 
test.””. Why, then, does the government permit also the sur- 


_ vival of the unfittest ? 
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CHAPTER XI 
THE SIGNIFICANCE OF PRICE 


1. A clothing manufacturer made the statement that men 
were buying fewer clothes today than formerly. He attributes 
this falling off in demand to the popularity of the automobile. 
Briefly give an argument in support of his position. 

2. Does a rise in the price of food tend to affect the at- 
tendance at moving picture theaters? Explain. 

3. What do you understand by the general price level? 

4. “A dollar today will buy just about half as much as it 
would a generation ago.” What do you understand the quo- 
tation to mean? Of what importance is it? 

5. Between 1914 and 1920 prices in general doubled. If 
the money income of your father had increased 75% during 
this same period, would the change in price level have affected 
his consumption? Explain. 

6. “Asa producer I am pleased when the price of the com- 
modity I sell goes up; as a consumer I wish prices low.” 
Discuss. 

7. A widow invests $100,000 in bonds which yield an an- 
nual income of 5%. How would the quantity of goods this 
woman is able to buy be affected by a rise in the price level? 
By a fall in the price level? Explain. 

8. (a) In 1920 corn sold for about $1.20 per bushel. In 
1926 it was about $.76 per bushel. A farmer mortgaged his 
farm for $5,000 in 1920. Calculate the number of bushels of 
corn he would have had to sell to pay this mortgage had the 
price been at the 1920 level. How many bushels would it take 
at the 1926 level? 


(b) Would the holder of the mortgage benefit or lose 
because of this change in price? Why? 
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9. Explain why it is necessary for the producer to make an 
estimate of future prices. 
10. Do sellers fix the retail price? Do you as a customer 

_ have anything to do with price determination? Explain. 

_~ 11. What effect does a rise in the price of automobiles 
have upon the volume of sales; a fall in price? Illustrate 
your answer by constructing an imaginary demand schedule 

for this commodity. 

. 12. Assume the following demand schedule for tickets to 

a baseball game: 


a 
4 
ag 
y 
: 

= 

> 


Prices Quantities buyers 
would take 

$0.75 150,000 
1.00 145,000 
1.50 125,000 
2.00 100,000 
3.00 80,000 
5.00 50,000 


Draw a graph to represent these facts. By means of your 
graph determine approximately how many tickets could be 
sold at $4.00. 
13. Using the data in Problem 12, would a change in sales 
_ from 125,000 to 145,000 indicate a change in demand if the 
price should change from $1.50 to $1.00? Give reasons for 
' your answer. ; 
14. The purchase for automobiles is said to be elastic, 
whereas the purchase for table salt is said to be inelastic. 
What is meant? Give at least three reasons for the difference 
_in the purchase schedules for these two commodities. 
15. The Hudson-Essex Motor Car Company cut the prices 
on Essex cars $100 in September 1925. What assumption 
must this company have made in regard to the elasticity of 
the demand schedule for this car? FExplain. 
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16. Suppose you are in the poultry business, raising and 
selling both chickens and eggs. The cost of conducting your 
business increases, making it desirable to raise the price of 
your eggs or your chickens or both. Show how the slope of 
the demand curve for eggs and chickens would influence you 
in your selection of one of these three choices. 

17. Construct a demand schedule for two commodities, one 
of whose demand is more elastic than the other. Represent 
these two demand schedules graphically, indicating on is 
the graph for the more elastic demand. 

18. Do the following qualities tend to make the demand for 
a kind of. goods elastic or inelastic? Explain. (a) A neces- 
sity, (b) high price, (c) the presence of a substitute com- 
modity, (d) habitual use on the part of consumers. 

19. Answer the questions at the end of Chapter XI. 


CHAPTER XII 
SUPPLY 


I. Assume the following supply schedule for shoes: 


Prices Quantities sellers will 
offer for sale 
$2.50 300,000 pars 

3.00 250,000 

4.00 225,000 “ 
6.00 150,000 “ 
7.00 100,000 “ 
8.00 50,000 


Draw a graph to represent these facts. By means of your 
graph determine how many pairs of shoes could be sold at 
$5.00. 
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2. Using the data in Problem 1, would a change in sales 
_ from 225,000 pairs to 150,000 pairs indicate a change in sup- 
_ ply if the price should change from $4.00 to $6.00? Give rea- 
son for your answer. 
_. 3. Would you expect the following commodities to have 
~ elastic or inelastic purchase? Give reason for your answer: 


(a) cigarettes, (b) silk hose, (c) theatre tickets, (d) soap, 
(e) jewelry. 
4. Answer the exercises at the end of the chapter. 


CGHAPTER XIII 
COMPETITIVE PRICE 


1. The present economic system is often spoken of as the 
competitive system. Is this designation warranted? Does it 
- fit the facts? Explain and illustrate. 
2. Draw a diagram to show where price will be fixed in 
the following supply and demand schedule: 


Supply Price Demand 
17,000 $9.00 6,000 
14,000 8.00 9,000 
4 11,000 7.00 11,000 
8,000 6.00 15,000 
5,000 5-00 18,000 


Show that under existing conditions the price could not be 
elsewhere than you have indicated. 

3. “The supply of X is greater than the demand.” What 
is omitted from this statement that must be included, or under- 
stood, in order to give meaning to it? 

4. In a certain competitive field there are five hat manu- 
_ facturers with a total annual production and sale of 1,000,000 


aa 
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hats. If these five companies consolidate and keep the total 
output the same as before, what will happen to the price of 
hats? Why? Assume that the demand for hats remains the 
same. 

5. Assume that you are selling potatoes in a market. Sup- 
pose you charge more than market price. What would hap- 
pen? Why? Suppose you charge less than market price. 
What would happen? Why? Have you, then, any control 
over the price of your product? 

6. Suppose specifications are laid down for a commodity 
which would satisfy only one buyer. How should a demand 
and supply curve be made in this case? 

7. Answer the questions at the end of Chapter XIII. 


CHAPTER XIV 
Tue CAUSE OF CHANGE IN COMPETITIVE PRICE 


1. Draw up an imaginary demand and supply schedule for 
radios for a given time. Suppose that the demand increases ? 
Explain in what respects the demand and supply schedule — 
would be altered. Suppose that the demand decreases. What 
changes are there then? 

2. Draw up an imaginary demand and supply schedule 
for corn. Suppose that the supply increases? What changes 
does this cause in the demand and supply schedule? Suppose 
that the supply decreases. What then? 

3. Suppose that a sole buyer calls upon competing sellers 
for bids to furnish a certain quantity of some article. Take — 
an example and show the condition of its demand and supply — 
schedule. 

4. You hear it said often that cost of production deter- 
mines price. If this be true, how can you ‘reconcile it with 
the law of demand and supply? 
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5. In explaining economic phenomena, writers invariably 
imagine situations under static conditions, and then state that 
the same situations would be true for dynamic conditions. 

_ What do you think of their logic? 
_ 6. “As regards price, simultaneous increases in demand and 
" supply tend to neutralize each other.” Is the same true when 
there are decreases in demand and supply? 

7. Explain how the law of demand and supply operates in 

_ respect to the following: Oriental rugs, furs, soft shirts, and 
harness. 

8. Draw three typical graphs showing the determination of 
market price, numbering them 1, 2, and 3 respectively. Show 

_ the effect upon quantity exchanged and market price: 
on graph 1, of a decrease in supply; 
on graph 2, of an increase in supply and a decrease in 
demand ; 
on graph 3, of an increase in demand. 

In each case indicate the revised condition by means of a 
dotted curve or line. 

g. Answer the questions at the end of Chapter XIV. 


CHAPTER XV 


Tue Laws oF CoMPETITIVE PRICE: 
SUMMARY, QUALIFICATIONS, AND CONCLUSIONS 


1. “I have noticed sometimes, when I am going through 
a market, that apples, seemingly of a like grade, are marked at 
different prices. In fact, I believe that I have never seen 
_ what the economists call a ‘perfect market.’” Criticize. 
2. “Anyway the demand curve would not be a curve at_all. 
It would be a series of joined broken lines.” Is the quotation 
true? Is the criticism of any great significance? 
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3. “There are so many exceptions to the law of demand 
and supply that after you get through you have little or noth- 
ing left.” What are the exceptions or limitations? Do they 
destroy the law? 

4. Consider the exercises at the end of Chapter XV. 


CHAPTER XVI 
Wuat Is Back or DEMAND 


1. Why is it necessary to determine how demand and sup- 
ply and cost of production are themselves determined? 

2. “The first step in analyzing demand is to break up the 
total demand into its component parts.’ Why? What are 
its component parts? 

3. “When a person possesses more than one unit of any 
kind of goods, the wants which are destined to be satisfied 
by the several units are not of equal importance.” What does 
the quotation mean? Give examples. If the quotation be 
true, of what importance is it? 

4. (a) One is to spend 80c for a meal. Discuss the con- 
duct of this person as he is making his selection, using terms 
utility and marginal utility. 


(b) If he has $3.50 to begin with, discuss his conclusion 
to spend 8oc for dinner, using the terms utility and marginal 
utility. 


5. “The price of wrought iron candle sticks of grade x 1s, 
and has been for several years, $1.50 per pair.” Account for 
this fact by showing why the price has not been $1.00 nor 
$2.00. Use the term marginal utility in your explanation. 

6. If Mr. Ford should raise the price of his cars, what 
should you expect to happen to the number of sales per month? ~ 
Explain, using the term marginal utility. 


WHAT IS BACK OF DEMAND 27 


7. “The marginal utility of a ton of coal to a householder 
is $7.20.” 


(a) Explain just what is meant by this statement. 
(6) Why is the marginal utility of coal different now 
from what it was during the war? Explain carefully. 


8. “We may be concerned with qualitative economics, or 
quantative economics, or with both.” How do you distinguish 
between them? 

9g. “There is a law in psychology to the effect that when an 
identical stimulus is repeated the response gradually becomes 
weaker.” Take examples from your own reactions and show 
that the law is correct. 

to. “I find that I invariably enjoy a session of music more 


_- as the evening advances. Also in dancing, I get greater 


pleasure out of the last dances of the evening. I don’t see 
where the law of diminishing utility comes in in these cases.” 
Discuss. 

11. “The total utility is therefore not the product of the 
marginal utility by the number of units, but it is rather the 
sum of the several marginal utilities for each quantity from 
one to the number actually in hand.” Explain. 

12. “On the demand side, it is the marginal utility that 
controls value.” Explain, applying the quotation to diamonds 
and bread. 

13. Air certainly has utility. Has it any marginal 
utility ? 

14. What assurance have we that people are rational in 
their buying? Do we conclude that they are for the purposes 
of the law of demand and supply? 

15. The greater the number of units of a given commodity 
that an individual has, the less will be the esteem in which he 
holds any one of them. Do you agree? Give reason for your 


answer. 
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16. Explain the so-called paradoxes of value. They are as 
follows: 

(a) A more useful article, like bread, is less valuable 
than a less useful article, like diamonds. 

(b) A most useful article, like air, may have no value 
at all. 

(c) A part is sometimes more valuable than the whole ; 
for by destroying a part, the remainder is often worth 
more than the whole. (H) 


CHAPTER XVII 


Cost or PropucTION, SUPPLY, AND COMPETITIVE PRICE 


1. When we say that prices tend to be equal to the cost of : . 


production, what cost of production do we mean—past, pres- 
ent, or future? Does not a system of cost accounting place 
cost on the basis of past costs? 

2. If the prevailing price, as a result of competition, be- 
comes actually lower than the cost of production, what will 
happen? Explain. 

3. Decreasing cost means that when the total output is in- 
creased the total cost of the total output decreases. Do you 
agree? 

4. (a) The Wear-Well Shoe Company is producing 
100,000 pairs of shoes at a cost of $100,000 for interest, sal- 
aries of permanent staff, insurance, taxes, etc. and a cost of | 
$500,000 for raw materials and manual labor. The maximum 
capacity of the plant is 200,000 pairs of shoes. Would it pay 
this company to increase its output to 200,000 pairs, if shoes 
are selling for $6.00 a pair? Explain. 


(b) If the price of shoes should fall to $5.25, would it 
be more profitable for this company to close its doors or to 
continue to produce? Explain. 
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5. Name two kinds of goods, one of which requires a rela- 
tively large constant cost for its production while the other re- 
quires but little, if any constant cost for its production. Will 
there tend to be a difference between these kinds of goods in 
the degree to which the actual market price always conforms 


"to the normal price? Explain. 


6. Factories are often able to operate during dull seasons 
and sell at prices at which they could not sell over a long 
period of time. Explain fully why this is true. 

7. It is estimated that the cost of production per bushel of 
the 1926 corn crop was 67 cents; therefore the market price 
of this crop will tend to be 67 cents per bushel. Do you agree? 
Explain your conclusion. 

8. Name several articles that you should expect to be pro- 
duced at a uniform cost per unit regardless of the amount 
produced. 

g. Name several articles, the production of which you 
should expect to entail greater cost per unit as the amount pro- 
~ duced over a given period of time is increased. Explain. 

10. Name several articles, the production of which you 
should expect to entail less cost per unit as the amount pro- 
duced over a given period of time is increased. Explain. 

11. A shoe firm in Minneapolis posted the following “spe- 
cial sale” schedule on its walls: 


Ladies’ Shoes Men’s Shoes 
$5.00 values for $3.75 $5.00 values for $4.00 
$4.00 values for $3.00 $4.00 values for $3.20 
$3.00 values for $2.25 $3.00 values for $2.40 


Upon being asked the reason for the difference in the two 
price schedules, the manager said: “There is more difference 
between the wholesale and retail prices of ladies’ shoes than 
of men’s shoes.” Account for the fact stated in the quota- 


tion. (H) 
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12. If cigars can be produced at a cost of ten cents per 
cigar, including necessary profit, regardless of the quantity 
produced, what should you expect to be the price of such a 
cigar? Why neither more or less? 

13. A manufacturer pays his labor piece wages at the rate 
of five cents per piece for the first hundred pieces and eight 
cents per piece for all output over one hundred pieces. Show 
why the increased pay for the extra pieces does not necessarily 
increase the cost of production per piece. 


CHAPTER XVIII 
MonopoLy PRICES 


1. Is there such a thing as a legal monopoly? If so, name 
some. Is there justification for such monopolies ? 

2. ‘Whether the monopoly price is fixed high or low de- 
pends mainly upon the elasticity of the purchase.” How so? 

3. Suppose a monopolist charges a very high price for a 
commodity. What is likely to happen? 

4. Will the monopolist. seek to secure the very highest 
possible price? If not, why not? 


5. The government has attempted on numerous occasions _ 


to break up monopolies. Do you think that the government 
can ever successfully break up monopolies? Why? . 


6. What is the relationship of necessities and luxuries to. — 


monopoly price? Which is the more serious? What can be 
done about such monopolies ? 

7. At any given time a monopolist can sell a given amount 
of a commodity at a higher price than that same amount could 
be sold for under conditions of competition. Do you agree? 
Give reasons for your answer. 

8. (a) If you had a monopoly control of the salt supply, 
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would your price be much or little above cost? (State any 
assumptions you make.) Explain. 

(b) If you had a monopoly on the production of radios, 
would you charge much or little above cost? (State any as- 
sumptions you make.) Explain. 

9. (a) Suppose that under competition the price of shoes 
of a given grade was $3.00 per pair. Assume that at this 
price one million shoes were put on the market and sold 
each month. What effect upon the price would a monopolis- 
tic combination of shoe dealers have, assuming no change in 
the amount of shoes put on the market and no change in the 
cost of production. 

(6) Show bya graph how monopoly price is determined 
when the monopoly is producing under conditions of décreas- 
ing expense. 

10. (a) With a fixed supply of 300,000, what price will be 
set when the supply is controlled by competing sellers if de- 
'mand is as in (A); if asin (B)? 


Price Demand 

$4.00 (A) 175,000 (B) 20,000 
3.00 240,000 100,000 * 
2.00 260,000 300,000 
I.00 280,000 700,000 
.50 300,000 1,000,000 


(b). If the sellers combine, what price will be set with 
‘demand (A) ; with demand (B) ? 

(c) Will combination prove most profitable under de- 
mand (A) or (B)? . 

(d) Formulate a general principle for monopoly price 
on the basis of the conclusion reached in (c). (H) 


11. In a certain competitive field there are five hat manu- 
facturers with a total annual production and sale of 1,000,000 
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hats. If these five companies consolidate and keep the total 
output the same as before, what will happen to the price of 
hats? Why? 

12. Consider the exercises at the end of Chapter XVIII. 


CHAPTER XIX 
Tue PRESENT VALUE oF FuTURE INCOME 


1. “The desire for income is the mainspring of all economic 
activities.” Is the quotation absolutely true? How may one 
go about securing such income? 

2. “The value of capital and property rights depends funda- 
mentally upon the value of the income which the capital pro- 
duces.” Explain, using examples. 

3. What is your understanding of “property?” How does 
it differ from “capital ?” 

4. A concern issues one thousand shares of capital stock 
and they sell in the market for $150 each. What explanation. 
do you make of the situation? 

5. “The amount of money that an investor is willing to 
part with today in order to buy a bond must be an indication 
of what he considers the series of future payments to be 
worth at the present time.” Explain. 

6. It is stated that human nature is such that men will not 
exchange present value for future value on terms of quality. 
What does the statement mean? Is the fact of any great 
significance ? 

7. How do you explain interest? It is stated that “it is the 
rate of interest which determines how much larger the future 
return must be than the present sacrifice in order to cause the 
exchange of the two to occur.” Explain. 

8. How do we calculate the present values of future 
incomes ? 
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9. The marginal utility of an instrument of capital to any 
person is based upon his estimate of the utility of the income 
which he anticipates from it.” How so? 

1.. “It is the willingness or unwillingness of the producers 
to bear future costs which, by affecting the value of the income 
from capital, brings marginal utility and cost of production 
into harmony and so influences the selling price of capital and 
instruments.” How can this be so? 

11. Consider the exercises at the end of Chapter XIX. 


CHAPTER XX 
Money 


1. What is the connection between money and the subjects 
that have been considered in the text up to this point? 

2. “Gold is a satisfactory yardstick for measuring value.” 
How so? Noes not gold fluctuate in value? 

3. Is not the control of money distinctly a governmental 
function? If so, how does the government exercise this con- 
trol? Why should not the various states have their own 
money ? 

4. “Bad money tends to drive out good money.” Show that 
this tendency is true, drawing from your own experience. 

5. What is bimetallism? What are the arguments for and | 
against it? Which do you consider more sound? Why ? 

6. Country Y has bimetallism at the ratio of 17:1 

(a) Explain what is meant. 
(b) If the market ratio should change from 17:1 to 
22:1 what, if any, change would take place in the monetary 
system of Y country? Explain. 
7, The money in actual use in France today is paper money. 
The gold franc is being hoarded. How do you account for 


_ this fact? 
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8. “Standard money is that money which never varies in 
value.” Do you agree? If not, give your own definition of 
standard money. 


CHAPTER XXI 
Money (Continued) 


1. Trace the history of bimetallism in the United States. 

2. Would it be possible to have a workable international 
system of bimetallism including the majority of leading 
nations ? . 

3. What effect did the Bland-Allison Act and the Sher- 
man Act have upon the money situation in the United States? 
What place does silver now have in our monetary system? 

4. What is representative money? Give examples. 

5. What is token money? What are some of its charac- 
teristics ? 

6. “Neither the government nor the issuing bank is re- — 
quired to hold standard money equal in amount to the credit 
money outstanding, which distinguishes credit money from 
representative money.” Explain. 

7. What is fiat money? Trace the history of the green- 
back movement. What is the character of the credit money 
that we have in the United States at the present time? 

8. (a) What is the fundamental defect in bimetallism? 


Explain by specific reference to the monetary history of the 
United States. 


(b) What advantages have been claimed for bimetal- 
lism? 

(c) What classes would have benefited if bimetallism 
had been adopted by this country in 1896? Explain. 


9. (a) When were the greenbacks first issued? Why? : 
Was their issue wise? Explain. 
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(>) Have we bimetallism now? Explain and cite legis- 
lation. 
10. The Sherman Silver Purchase Act was a compromise 
between the advocates of the gold standard and the advocates 
of free silver. What were the provisions of this act? 


E CHAPTER OKI. 
THE PRINCIPLES OF BANKING 


1. A commercial bank issues $500,000 of capital stock for 
that amount of cash. Make the balance sheet. The bank pur- 
chases land for $50,000; building for $40,000; and furniture 
and fixtures for $20,000. Payments are made in cash.” Make 
the balance sheet. A cash loan of $60,000 is made at a dis- 
count of 6%. Show the change in the balance sheet. Re- 
state the balance sheet showing the loan in bank notes for the 
. same amount. Restate the balance sheet showing that the 
loan has been deposited to the borrower’s account. 

2. (a) A borrows $10,000 of the First National Bank of 
Columbus and has same credited to his account with the bank; 
B deposits $10,000 in cash with the same bank. How has each 
of these transactions affected the assets and liabilities of the 
bank? 

(b) Under what circumstances might the promissory 
note of A, of Columbus, find its way into the portfolio of the 
Cleveland Federal Reserve Bank? 

3. Explain the reserve which is required for deposits of 
$1,000,000 in the First National Bank of Zanesville, Ohio. 

(b) How can this bank replenish its supply of money 
(cash) during a period when the cash requirements of its 
customers and of the public generally throughout the United 
States is unusually great? 
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4. A bank decides to rediscount a note of $100,000 which 
it has in its possession. Show how the change should be re- 
flected in its balance sheet. i 

5. The five banks of a small city brought to the clearing 


house one day the following claims: 4 
No. I against No. 2 against 
No. 2 $2,213.19 No. 1 $4,284.78 
No. 3 1,865.09 No. 3 2,172.45 
No. 4 2,415.96 No. 4 3,043.18 
No. 5 _ 512.21 No. 5 655.87 
Total $7,006.45 Total $10,156.28 
No. 3 against No. 4 against 
No. I $4,974.66 No. I $3,078.73 
No. 2 1,607.79 No. 2 1,793.16 
No. 4 1,093.24 No. 3 973-73 
No. 5 625.88 No. 5 4,633.96 
Total $8,301.57 Total $10,479.58 
No. 5 against 
No. I $ 332.15 
No. 2 3777 
No. 3 1,515.46 
No. 4 181.56 


Total $2,406.34 


(a) Compute the balance for or against each bank. By | 
(b) How much money was needed at the clearing house 
that day? 
(c) Show concretely the saving that results from the 
clearing house in this town of five banks. 
; 6. Does it seem to you reasonable that a bank contemplat- 
ing making a loan to a business firm should inquire into the 
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financial standing of the firm, into its past history, into the 
reputation of the owners and managers, into the way in which 
the business is conducted? Why, in each case? 

7. Suppose Conrad draws a check upon his bank in pay- 
ment to Perkins who banks elsewhere. How is the matter 
settled between the two banks involved? First, assume that 
the banks are in the same city; then that they are in different 
cities. 

8. Consider the questions at the end of the chapter. 


CHAPTER XXIII 
BANKING SYSTEMS 


1. How do you account for the fact that deposit banking 
in Anglo-Saxon countries has developed to a far greater ex- 
tent than in other countries ? 

2. Describe and illustrate the process by which: 

(a) A commercial transaction in Columbus gives rise 
to 30-day commercial paper 

(6b) This paper comes into the possession of a local na- 
tional bank 

(c) This bank rediscounts the paper at the Cleveland 

Federal Reserve Bank in payment 

(d) The paper is taken up (paid) when due. 

How, if at all, will such payment affect the Federal 
Reserve Bank if the federal reserve notes issued against 
the paper are outstanding at the time the paper is taken 
up? Explain. 

3. Contrast the Federal Reserve notes with the old Na- 
tional Bank currency with regard to elasticity. 

4. The main function of commercial banking is the ex- 
change of bank credit for commercial credit. What is meant? 
Explain. 


38 QUESTIONS AND PROBLEMS IN ECONOMICS 


3. (a) Assume that the Ohio National Bank of Columbus 
should be called upon by its customers to loan large sums of 
money. What effect would this have upon its deposits and 
why? 

(b) Under the old National Banking system, what 
very effective check operated to curtail such extension of 
credit ? 

(c) Was such curtailment always desirable? Give rea- 
sons for your answer. 

(d) With the going into operation of the Federal Re- 
serve System what course of action is opened up to the Ohio 
National Bank; for example, if it found itself unable to ex- 
tend further credit for lack of funds? 

6. What criticisms and recommendations would you make 
in respect to our present monetary system? 

7. What were the chief defects in the monetary and bank- 
ing systems of the United States in the period just before the 
Civil War? To what extent and by what specific means have 
these defects been lessened or eliminated today? 

8. Describe the conditions as to money and banking in the 
United States before the Civil War and compare them with 
the conditions today so as to explain the defects and evils of 
the earlier period and just how far and by what changes those 
defects have been lessened or eliminated today. 


CHAPTER XXIV 
Money AND Prices: THE VALUE oF MonrEy 


1. We are told that the value of money is not constant. 
How may the change in the value of anything be due to a 
change in the value of money? Take examples and explain. — 
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2. How do we arrive at a ‘general price level’? What is 
the relationship between the general price level and the value 
of money? 

3. What do you understand by the equation of exchange? 
What effect will the following have on factor P, all other 
parts remaining the same, and why? 


(a) An increase in M & M’? 
(6) An increase in V & V’? 
(c) A decrease in T? 


4. (a) If the velocity of bank deposits should increase, 
what would tend to be the effect upon the price level? Ex- 
plain. 

(6) What change in business habits would tend to in- 
crease the velocity of bank deposits? Explain. 

5. Assume a heavy importation of gold to New York. 
(a) What will tend to be the effect upon our price level? 
Why? (b) Enumerate the steps by which this movement 
of gold will influence price. 

6. “As the quantity of fiat money is increased, the mone- 
tary system is inflated and, in accordance with Gresham’s 
law, the surplus is drained off in the form of gold, or what- 
ever the standard may be.” Explain. Of what economic 
significance is this state of affairs? 

7. Describe the inflation situation during war times. How 
has the situation changed since 1920? How do you account 
for the change? 

8. With the following prices for the years given, find the 
index number for X in terms of Y, giving equal weight to the 
different commodities : 


Y Year X Year 
Wheat $1.20 $ .90 
Cotton 15 .10 


Coal 5.00 7.00 
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‘9. Suppose a person borrowed $5,000 in 1913 which he 
paid back in 1920. What were the positions of the parties at 
the times indicated? What has the situation to do with the 
purchasing power ‘of money? 

10. A municipal employee received a salary of $4,000 in 
1916. He did not receive an increase until 1925. Did he 
gain or lose because of the changes in price levels in the 
interim ? 

11. Explain how a general rise of prices is another way of 
saying that gold has less purchasing power. Is a general rise 
of prices a good thing? If so, for whom? 


CHAPTER XXV 
Tue Business CycLe 


1. Explain what we mean by the ‘business cycle.’ De- 
scribe the evolutionary character of the business cycle. 

2. ‘The cyclical movement of prices should be differen- 
tiated from other price movements; namely, those arising 
from sudden inflation or deflation.of the currency and the 
slower changes in the price level which take place over long 
periods of time.” Explain. 

3. Name and briefly describe each of the periods of a typi- 
cal four-phase business cycle. 


4. Describe the secular trend for wholesale prices in the - 


United States from 1810 to 1925. 

5. Is the business cycle a revolution only in prices? 

6. What are the conditions in a period of prosperity which 
give rise to a period of liquidation? 

7. “The increase in the volume of bank loans finally forces 
the banks to curtail the volume of new loans and renewals.” 
How is this done? 
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8. What are the reactions of manufacturing in general 
during the periods of the business cycle ? 

9. What conditions bring about panics? How was a panic 
averted in 1920? 

‘Io. Can you prove that wholesale prices reach their low 
limits sooner than retail prices? 

11. Show how each phase of the business cycle has nor- 
mally within itself the seeds of the next. 

12. Describe the effects of fluctuation during the various 
stages of the business cycle. 

13. What remedies do you suggest to eliminate fluctuations 
in business ? 

14. “When prices break, production falls off abruptly.” Is 
this equally true of both manufacturing and agriculture? Give 
reasons for your answer. 

15. “Ihe fundamental need in times of crises is an in- 
crease in cash resources, on the basis of which additional loans 
may be granted.” Why? 

16. Why were the banks of the United States obliged to 
reduce loans during the period of acute crises? 

17. For which is there a greater need in time of crisis, an 
expansion of deposit currency, or an expansion of bank note 
currency ? 

18. What factors during a period of depression are con- 
ducive to an expansion of business activity? What important 
factor is ordinarily lacking at such a period? 

19. What fortuitous events hastened the recovery of busi- 
ness in 1897 and 1898? 

20. Trace the effects of a bountiful harvest in accelerating 
business throughout the industrial field. 

21. Trace the effects of a business boom in the iron and 
steel industry upon other lines of enterprise. 

22. During periods of depression the demand for labor is 
slack and employment in many lines is intermittent. Trace 
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the effects of the steady employment that results from the re- 
turn of prosperity upon the activity of business in general. 

23. Would you say that the increased purchasing power of 
labor in general is due mainly to increased money wages or to 
steady employment ? 


CHAPTER XXVI 
INTERREGIONAL TRADE 


1. “In a society which has embraced the institutions of 
private property and personal freedom, all division of labor 
is conditioned upon trade, while territorial division of labor is 
conditioned also upon transportation.” Explain. 

2. What is the most important reason for importing? Has 
it anything to do with costs? 

3. We are told that differences in productive advantages 
are enjoyed by different regions. Give examples. 

4. How do regional specialization and interregional trade 
promote economy in the use of the productive forces of so- 
ciety? Explain using a hypothetical case. 

5. Why should a falling off in export trade be considered 
cause for public alarm? 

6. “A rising marginal cost of production is an indication 
that the comparative advantage in the production of additional 
units of the good is becoming less.” What effect has this 
state of affairs on foreign trade? 

7. How do you account for the fact that common bricks 
are almost everywhere a local product? 

8. “Under competitive conditions price serves as an auto- | 
matic control over regional division of labor and interregional 
trade.” Explain. 


i 
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CHAPTER XXVII 
ForEIGN EXCHANGE 


1, Explain how bills of exchange are used -in business 
transactions. Use the example of cotton. What part do the 
banks play in the exchange market? ‘ 

2. How do the following tend to affect the rate of ex- 
change in New York on London? Explain. 

(a) An increase in the importation of tin from Eng- 
land. 

(b) Travel in Europe by Americans. 

(c) American use of foreign shipping services. 

(d) Buying of postal money orders to be sent to 

London. 

(e) A higher interest or discount rate in London as 
compared with New York. 

(f) Export of cotton to Liverpool. 

(g) Borrowing abroad by selling American securities. 

(Ah) Interest due to Americans on loans made to Eng- 
lish merchants. 

(4) Americans buying insurance of English insurance 
companies. 

3. American exporters do not sell their claims direct to 
American importers ; they sell them to middlemen. Who are 


_ the middlemen? Does the middleman sell the piece of paper 
_ which he received from the exporter to the importer, or does 


he give him another piece of paper? If the latter, what does 
he do with the paper he buys from the exporter? (H) 
4. If the exchange broker has exhausted his London bal- 


~ ance and is unable to buy exporters’ claims, what must he 


do to replenish his balance so that he can sell drafts to im- 
porters? Then what price must he charge for his drafts? 


_ Explain. (H) 
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s. (a) If short wheat crops in other countries should 
cause the English people to buy increased quantities of wheat 
from us at a high price, what would be the effect on sterling 
exchange in New York? Explain. 


(b) What effect would this new price for sterling 
exchange tend to have upon the trade in other goods than 
wheat between these two countries? 

(c) What effect would gold shipments that might re- 
sult from this trade in wheat tend to have on other trade be- 
tween these two countries ? 

6. Mr. Brown, an exporter in this country, sends a ship- 
ment of $10,000 worth of wheat to Mr. Jones in England. 

(a) Explain how settlement is normally made. 

(b) What effect would a number of such transactions 

tend to have on the rate of exchange? Explain. 

(c) How might this export of wheat serve to pay for 

coffee which we import from Brazil ? 

7. If two countries are both on a gold standard, show that 
the rate of exchange between them can never fluctuate above 
and below the mint par of exchange by more than the cost of 
shipping, insurance and interest. 

8. The British Pound Sterling has a mint par of exchange 
of about $4.86 2/3. Why? Would this be changed should 
the gold content of the American dollar change? 

9. Consider the questions at the end of Chapter XXVII 


CHAPTER XXVIII 


THE INTERNATIONAL BALANCE OF PAYMENTS 


1. Upon what did the mercantilists believe the prosperity | 


of the country in large measure depended? Do you agree? 
Give reasons for your answer. 
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2. What are some of the transactions that influence the 
- flow of gold between countries? 
3. A country that produces gold tends to export more gold 
than it imports. Show carefully how the production of gold 
leads to a rate of exchange that makes it profitable for bankers 
to ship gold abroad. (H) 
4. “A favorable trade balance is an excellent sign of a 
_ vigorous national life, and of a sound economic structure. It 
means that the nation is taking in more than it is paying out.” 
(a) Do you agree with this statement? Explain. 
(b) What is meant here by a favorable balance of 
trade? 

5. Is gold a peculiarly desirable import? Discuss. 

6. What would be the effect upon imports and exports in a 
country if it should devote considerable of its energies to the 
production of gold? 

7. (a) Account for the fact that England has had an 
“unfavorable balance of trade” for a long period of time. 

(6) What is meant by saying that the United States has 
- an “unfavorable balance of trade?” 


- 


8. (a) Excessive imports tend to bring about a rate of 
- exchange in New York on London that tends to check im- 
ports and stimulate exports. Explain this process step by 

; step. 

(b) If imports are still excessive relative to exports, a 
gold movement will tend to result. Explain. Will this tend 
to check imports and stimulate exports? Explain. 

g. “It is impossible for the ordinary operations of inter- 
national trade to completely drain off the gold supply of any 

~ one nation.” Is this true? Discuss. 
to. Consider the questions at the end of Chapter XXVIII. 


* 


CHAPTER XXIX 
THE Economics oF RAILROAD TRANSPORTATION 


I. Show how the modern system of division of labor is 
dependent upon adequate transportation facilities. 
2. Describe the manner in which the government in the 


_ past has virtually subsidized the railroads. Justify the gov- 


ernment’s course of action. Should the government subsidize 
other enterprises as well? 
3. Why is it necessary for the government to exercise 
control in respect to the railroad problem? Give examples. 
4. “A railway operates under conditions of decreasing 
costs, or increasing returns.” Show by means of statements 
of income and expense how the profits are increased by an 


- increase in traffic. 


5. What do you think of charging what the traffic will 
bear as a basis for railroad rates? What are its upper and 


lower limits? Can you justify discrimination between goods 


as a basis for railroad rates? 
6. Can you see any justification in local discrimination in 


‘railroad rates? Describe the situation, using examples. 


7. What effect upon the total cost of transportation does 


an increase of 10% in railroad traffic tend to have? Explain. 


~ 


8. Show that it would be both difficult and inadvisable to 


base the rate charged for any particular commodity shipped 
on the basis of the cost of transporting that commodity. 


g. (a) Assume that railroad X runs between points A 


_and B, both of which are on the sea coast. Assume also that 


47 
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the cost of operating a steamship line between these two points 
is less than the total cost of operating railroad X. What de- 
termines the lowest rate which railroad X can afford to give 
on shipments between A and B in order to compete with the 
steamship line? Explain. 


(b) Show that this low rate between A and B results 


in a discrimination against town C which lies between A and 
B but is not accessible to a water route. 


10. The Standard Oil Company at one time had a contract 
with the Cincinnati & Marietta Railroad under the terms of 
which this road agreed to charge the Standard Oil Co. Ioc per 
barrel for transporting oil from Macksburg, Ohio, to Marietta, 
whereas the independent companies were charged 35c. In 
addition the railroad agreed to turn over to the Standard Oil 
25c out of each 35¢ paid by its competitors. 


(a) What type of discrimination does this illustrate? 
(b) Why should the railroad have been willing to enter 
into such a contract? Explain. 


11. If empty cars are being brought to Minneapolis to be 


filled with flour, at what rates may the railroads profitably 


offer to haul freight in them to Minneapolis? May there be © 


social disadvantages in allowing the railroads to carry freight — 


at these low rates? Explain. (H) 


12, Show that if a railroad runs from A to C through B, — 
it might be to the interest of the shippers at B, if the railroad — 
were allowed to carry freight from A to C at a less rate per 
ton than is charged for carrying freight from B to C. Givea — 


practical illustration of this problem by substituting the names _ 


of cities in the United States for the letters. (H) 


13. (a) Freight cars are used to haul coal from the West — 


Virginia mines to northern Ohio. What would be the lowest 


rate at which it would be profitable for the railroads to carry 


manufactured goods from Cleveland back to West Virginia ; 
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in these cars, assuming that the cars could be so used, and 
that they otherwise would be empty all the way? 
(b) Chairs and books are shipped on the same road 


between two points. How will their relative rates ashes be 


determined ? 
14. “There can be no escaping the conclusion that, on ahs 


whole and in the long run, monopoly in the railroad business 


_ is inevitable. The important corollary follows that railroad 


monopoly is more economical than competition.” Give the 
argument in support of these two statements. 

15. Assuming the conclusions stated in Question 14 to be 
sound, show that government regulation either through public 


_- ownership or by means of government regulation of privately 


owned railroad companies is imperative. 

16. What effect does improved transportation tend to have 
upon the extent of specialization? Explain. 

17. Assume that the railroads serving your city should 
cease operation for a period of one year. What consequences. 


- would you expect to follow? 


18. Ripley states that about 55%. of railroad operating 
expenses are constant, and that ‘constant’ items grow from 
_ year to year very nearly as fast as oie items. Explain 


‘ this apparent paradox. 


CHAPTER XXX 


GOVERNMENT REGULATION OF RAILROADS IN THE 
Unitep STATES 


1. What conditions gave rise to the regulation of the rail- 
ways? Present the arguments for state or federal supervision. 
2, To what conditions did the practice of pooling by the 


railroads give rise? How did the federal government meet 
the situation ? 
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3. What effect does the limitation of rate increases have 
upon the railroads if the rates are determined when prices are 
low? 


4. Is it fair to state that we should not have government — 


ownership and control of the railroads because the railroads 
suffered deficits during government control? 

5. “The Esch-Cummins Act adds to the force of the move- 
ment to nationalize the railroads.”” How so? 

6. What can you say of the plan for the return of the roads 
to private control? 

7. Is it a function of the federal government to regulate 
the relationship of the railroads and labor? What has the 
government done in this respect? 

8. What do you think of the present movement toward 
railroad consolidations? Will the government oppose such 
moves ? 

9. “Our past experience has taught the futility of railway 


competition and the impracticability of leaving the transpor- © 


tation business in private hands without regulation.” Explain. © 


Ms 


10. Outline the chief steps in the development of federal — 
railroad regulation, distinguishing the most important acts and — 


indicating their most important features. 


11. Why should the regulation of railroads and of capital-_ 


istic monopolies be regarded as among the most critical prob- 


lems in social organization? 


CO ata 


12, (a) What special considerations govern control of © 


capitalization in public service industries? 


(b) Is control of capitalization wholly separate from 


control of rates or is there a connection? Discuss. 


13. Compare the characteristics of the following public — 
utilities: gas companies, street railroad companies, telephone © 


companies. 
14. A recent writer has stated that depreciation should be 


a ne 
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based on the replace cost instead of the original cost of assets 
so that a “sufficient fund will be available to replace an asset 
when it is worn out.” Discuss. 


CHAPTER XXXI 
INDUSTRIAL Monopoty AND Its ConTROL 


1. Is a possible saving in the cost of production really the 
reason for combination ? 

2. Prove that there is no sound basis for even a legal 
monopoly. Take the example of a patent. Does a patent 
operate for the benefit of the public? 

3. “The capitalistic monopoly is in large measure the by- 
product of large scale production.” Prove the truth of the 


- quotation. 


4. How do you account for the fact that the trust move- 
ment came when.it did? Why did it not come earlier or 


e later? 


5. Distinguish between a trust and a monopoly. Is a trust 
a monopoly? Is a monopoly a trust? 

6. Why have so many corporations been organized in 
states like New Jersey and Delaware? These are not indus- 
trial states, especially. 

7. If you had it in your power, would you use the security 
holding company or the consolidation? What legal obstacles 
would you expect to meet in each case? 

8. What business methods do you consider unfair? Do you 
think as a matter of fact that the Federal Trade Commission 
has been of any great help to the public? 

g. Do you believe that the Clayton Act as a supplement to 
the Sherman Anti-Trust Act has helped matters to any great 
extent? For example, does the former act help labor in any 


respect? 


52 QUESTIONS AND PROBLEMS IN ECONOMICS 


10. Formerly most of our combinations were horizontal 
in character. Are not the vertical combinations of later years 
merely devices to avoid government regulations? | 

11. “Monopolies in their very nature are inevitable.” Dis- 
cuss. | 

12. “The protective tariff has done more to promote trusts 
than has any other one thing.’ Is this true? Do they 
not have trusts in countries which have little protective 
tariff? 

13. “Enactments of legislative bodies are futile if they are 
in opposition to powerful economic forces.” What do you 
recommend? How about the courts? 


14. You will notice that mergers seem to be the spirit of 


the age. How do you account for the tendency to merge in 
industry? What of the future? 

15. What special considerations govern control of cap- 
italization in public service industries? Discuss. 

16. Enumerate what seems to you to be the chief sources 
of power of: 


(a) The beef trust 
(b) The tobacco trust 
(c) The building trades trust 


17. Do you think that concentration of control tends to 
bring about more stable conditions in business, and to prevent 
the recurrence of crises? 

18. “It is a great mistake to confuse the corporation prob- 


lem with the trust problem.” What are some of the issues of | 


the corporation problem? What are some of the issues of the 
trust problem ? 

19. “The trusts are the result of natural growth.” “The 
trusts are the result of artificial conditions.” With which of 
these quotations do you agree? Why? Are both partly true? 

20. Aside from legislation, what forces seem to you to be 


* 
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the most important in checking the growth of the power of 
apa Explain. 
- State the chief provisions of the Shennan Anti-Trust 

i uae carefully describe the interpretation of the law by the 
United States Supreme Court. Wherein has it succeeded or 
failed, and why? 

22. How would your methods of determining the value of 
a telephone company vary if the purposes were for rate mak- 
ing, taxation, or sale? 

23. Carefully define and explain ‘going value.’ 


CHAPTER. x Lt 
Risk, INSURANCE, AND SPECULATION 


—, “Insurance can be applied to any kind of hazard, pro- 
vided a large enough number of independent risks can be 
combined, and provided that the probability of the event in- 


~ sured against can be actuarily determined.” Explain. 


2. In what ways does insurance serve to reduce losses? 

3. “The phenomenal success of the United States has been 
due largely to the willingness of the people to take a chance.” 
Explain and give examples. 

4. How does speculation equalize prices? 

5. How does the increase of indirect costs, as compared, 


_ with other costs, affect the risks of industry? 


6. A miller in Minneapolis is concerned with the buying of 
wheat and the manufacture of flour. He aims to make his 
profit by these transactions. Is there any way by which he 
can guard against losses due to forces over which he has no 
control? If so, explain. 

7. Many farmers in Illinois object to the Chicago stock 
exchange. Can you see, in any way, how a stock exchange 
performs a service for farmers, or anyone else? 
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8. A buys government bonds; B buys oil stock; C bets on — 


the races. Are not these practically the same kind of risks? 
_ Are these transactions helpful to society? 

g. A business is engaged in the manufacture of wall paper. 
As a business adviser, what suggestions would you make to 
this manufacturer? 

10. What risks does the laborer take during the course of 
. the business cycle? The capitalist? 

‘ 11. Commercial speculation may concern itself with space 
area or with time area. What does this mean? Can you give 
examples ? 

12. Is our society really more speculative than that of the 
middle ages? If so, what factors have made it so? 

13. “Speculative contracts do not reduce risks, they simply 
pass the risks along, and society must face as many and as 
great risks as would have been the case if no such device as 
speculative contracts had arisen.” Is this true? 

14. Illustrate risk being reduced (@) by increasing our 
knowledge of the future; (b) by employing safeguards; (c) 
by insurance; (d) by speculative contracts; (e) by social 
control. 


CHAPTER XXXIII 


Economic Rent In AGRICULTURE 


1. What is distribution? Name and explain the func- — 


tional types of distribution. 
2. What is economic rent? Distinguish between explicit 


economic rent and implicit economic rent. How can interest — 


on capital arise in connection with land that is rented? 


3. “The declining marginal product is the symbol of di- | 


minishing returns.” Explain. 


4. Does the law of diminishing returns imply that small 


cy 
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_ scale farming is more economical than large scale? ‘Are not 
_ the returns diminished because the soil loses its fertility as it 
_ is cultivated? Would not changes in the technique of culti- 

vation alter the situation? 
a 5. “After the appearance of diminishing returns, marginal 
costs will mount higher than average cost.” What signifi- 
- cance do you attach to this fact? What is the surplus called? 
Will products be raised if the selling price fails to cover the 
marginal cost of production? . 
6. What part do you think the law of diminishing returns 
plays in a good explanation of rent? If this law did not apply 

_ to land, would you expect the United States to be settled as it 
- is today? 

7. “As population increases, the margin of cultivation re- 
cedes and rents tend to rise.” 
(a) Explain what is meant. 
(b) Give two reasons why rents in the United States 
have not increased in accordance with the above tendency. 
Does this mean that the statement is not true? Explain. 


oe oe 


CHAPTER XXXIV 
Economic RENT IN AGRICULTURE (Continued) 


1. What do you understand by intensive and extensive 
margins of cultivation? Give practical examples of each. 

2. Suppose all lands in this.country were owned by the 
Government. Would there be explicit rent? 

3. “Economic rent led to private ownership in land. Later 

_ the institution of private property in land was sanctioned by 

law.” Explain. 

4. How does economic rent; act as a regulator of agri- 
cultural production? How does a desire to secure the maxi- 
mum producer’s surplus lead to harmony in market prices? 
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5. “As the society grows older, its economic history will 
be marked by a tendency of the average income to fall and of 
the inequality of its distribution to grow more pronounced.” 
What importance do you attach to the quotation? 

6. Ricardo’s explanation of rent is based in part on the 
proposition that the best lands are taken up first. Was this 
true in the early settlement of this country? If not, does this 
fact destroy Ricardo’s explanation? 

7. Ricardo said: “Rent is a payment for the original and 
indestructible qualities of the soil”’ Has not land some de- 
structible qualities ? 

8. What part does the increase of population play in an 
explanation of rent? 

g. Suppose you purchase 40 acres of land and rent it. Do 
you consider all of the income that you receive from this land 
as rent? If not, what is a portion of it? 

10. Would it not be better for the state to own all land 
and rent it out to individuals at a very small charge? What 
effect would an arrangement of this kind have on taxation? 
Would this plan be possible at this time? Might this scheme 
have been easily adopted in this country at an earlier time? 

11. The Farm Management Department of the Iowa State 
College of Agriculture gathered information during the fall 
of 1920 which showed that at the prices current, three farmers 
out of five would lose money on their wheat, and nine out of 
ten on their oats. The total cost per acre of producing wheat 
was given as $35.78, of which $16.80 was ‘land charges.’ 


(a) Show that the inclusion of land charges in these 
computations involves circular reasoning. 

(b) Show that if the rental value of land be included 
as a cost, most farmers will necessarily make only costs— 
wages, interest, and sufficient profits to cover risk. What 


farmers will make more than costs, including land charges? — 
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in the same way that the interests of the members of that 


_ group are affected? Discuss. 


26. Are the laborers in the building trades of a city bene- 
fited by (a) a great conflagration in a neighboring city; (b) 
the regular occurrence of small fires in their own city? Dis- 
cuss. 

27. What is the immediate effect, what the ultimate effect, 
of the introduction of labor-saving appliances (a) upon the 
laborers in the industry directly concerned; (b) upon the 
laborers in other industries? 

28. “Trade unions are not needed in order that laborers 


___ will get the discounted marginal product of labor.” 


(a) Under what conditions is this statement true? 
Explain. 
(6) Do these conditions obtain? Discuss. 
29. Minimum wage statutes mark “a revolution in the so- 
cial and legislative philosophy of this country.” Explain. 
30. (a) “The wages of any given group is set at the 
margin.” Explain the significance of this statement, using 
the wages of servant girls and of school teachers as examples. 
(6b) Under what conditions would a minimum wage 
imposed by law raise the prevailing competitive wage rate 
without increasing labor costs to the employer or leading to 
unemployment? Explain fully. 


CHAPEER XL 
PROFITS 


1. Is economic rent a cost? Argue that in some cases it is 
and in other cases it is not. Are wages of management a 
cost? Of what practical significance is it to consider these 


items as costs? 
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2. What do we mean when we say that the risk-bearers 
“capitalize their prevision of the future?” Having done so, 
are then entitled to large profits? 

3. “The business of insurance may be viewed as a con- 
tinuous encroachment on the domain of the risk-bearer and 
upon the profit income.” How is this? 

4. Can you defend the profits of the promoter? If so, 
then, are you not ee one the profits of the ordinary 

- gambler? 

5. Are we justified in saying that profits are short-lived? 
Give examples and explain. If profits are derived from a 
monopoly, are they short-lived? 

6. Should the receivers of profits control modern industry ? 
Would it not be more sensible to have the government control 
modern industry? 

7. What part is played by inborn ability in making 
business profits? What other characteristics are im- 
portant ? 

8. It is said: Profits are payments for management; pay~ 
‘ments for taking risks; revenue derived from the restriction 
of competition. What do you think of these? 

9g. Suppose you had charge of an investigation to deter- 
mine whether or not a business was concealing profits. What 
would you look for? What difference does it make wheth 
or not it conceals profits? 

10. If you were studying the business cycle, what relation- 
ship would you expect to find between profits, wages, and 
interest ? 

11. “The capitalist gets altogether too high profits for the 
service he performs for society.” How do you defend the 
profits of a capitalist? 

12, Under what conditions would pure profits be elimi- 
nated? Would all undertakings be equally profitable if pure 
profits were eliminated? Explain. 
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13. (a@) Argue that it is socially advantageous to allow in- 
dividuals to reap profits. 
(6) Show that profit seeking does not always help to 
promote general welfare. 
14. X has profits of $5,000 in his business for a year. 
Under what condition could we call $3,500 of this entre- 
preneur’s wage, $500 interest, and $1,000 profits? 


CleWEINRIR: SG nak 
PERSONAL DISTRIBUTION 


1. What can you say of the total money income of the 
people of the United States? Has the increase per capita 
over the past ten years been of great significance ? 

2. As you-analyze the distribution of income in this coun- 
try, do you not come to the conclusion that there is something 
radically wrong with our methods of distribution? _ What 
might be done about it? 

3. “The wealth of the world is even more unequally di- 
vided than is income.” How do you account for this? Is the 
situation desirable? 

4. How do you account for the fact that the share allo- 
cated to the wage-earner is so high in industries such as manu- 
facturing, mining, and transportation? 

5. What are the economic and social effects in a family 
existing on a minimum standard? Should not the state be 
interested in encouraging higher standards than the minimum? 

6. “Extreme inequality of distribution reduces the aggre- 
gate of satisfactions derived from a given amount of 
social income.” Explain the quotation. 

‘7, Is it correct to say that any arrangements which fend to 
accentuate inequalities between social classes are imperma- 
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nent? Haye private property and inheritance been imperma- 
nent? 

8. If the standard of living in this country is rising, how 
is it that there is growing inequality? 

9. “It seems to me that inequality is caused almost entirely 
by the character of our institutions?” Do you agree? 

10. What methods of distribution do you recommend for 
the good of our social organization? 

11. “Education will go a long way towards removing in- 
equality in our distribution.” Do you agree? — 

12. State and briefly defend the ‘specific productivity’ 
theory of distribution. 

13. What is the relation between population theory and 
wage theory? Between psychological time preference (dis- 
count of the future) and the interest rate? Are these theories 
inconsistent with the specific productivity explanation of 
distribution? (C) 

14. Discuss the wages fund theory; its ec: con- 
clusions drawn from it, weakness and elements of truth or 
value contained in it. 

15. What difference does it make whether wealth is in 
the hands of the many or of the few? 

16. Is there any connection between the concentration of 
wealth and income and (a) the pecuniary organization of 
society; (b) specialization; (c) technological industry; (d) 
the emergence of the wage system; (¢) impersonal rela- 
tions; (f) competition; (g) private property; (h) the 
sensitiveness of modern industry; (7) large scale production? 
(C) 

17. “There is plenty to go around. With equal distribu- 
tion there would be no necessity of men working more than 
two or three hours a day.” Why or why not? 

18. “If the unemployment problem were solved, if the 
labor market were effectively organized, and if there were 


- 
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national insurance against death and sickness, poverty would 
disappear.” What do you think of this? 
19. (a) Name two ways in which an increase in wealth 
may reduce welfare. 
(6) Give an illustration to show that market value 
may not correspond to social value. 
(c) Argue that on the whole market value does corre- 
spond to social value. 
20. “One of our modern economic problems is the modifi- 
cation of the present distribution of income.” Explain care- 


_ fully the part trade unions may take in modifying the present 


distribution of income. 


CHAPRERSXLItT 
PoPpuLATION 


1. “We have been Merchantilists on the proposition of pop- 
ulation.” If we have been, are we changing? 

2. What is the essence of Malthus’ proposition? Do you 
think there is a growing intensity of pressure of population on 
the means of subsistence? 

3. What effect does an advance in the arts have upon the 


theory of Malthus? We are sure that the biological process 


has vast power of expansion. Have we the same surety about 
progress in the arts? 

4. ‘What are your conclusions respecting the death rate and 
the birth rate? What are some of the important causes of the 
declining birth rate? 

5. Do you anticipate that the differential birth rate will 
result in a change in the character of the predominant racial 
type in America? If so, how might the change affect our 


various institutions ? 
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6. What is your opinion of eugenics? Do you expect that 
we shall give more attention to eugenics as time goes on? 
7. Discuss critically the following propositions: 


(a) Malthus’ contrast between the arithmetical and 
geometrical ratios was in substance equivalent to the classi- 
cal formulation of the law of diminishing returns. 

(b) The ‘law of proportion of factors’ is only a gen- 
eralization of the classical law of diminishing returns from 
land. 

(c). The generalized law of diminishing returns is a 
principle as definite and rigorous in statement and as well 
founded in facts as a law of physics or of chemistry. 


8. How did Malthus’ study of population originate and 
what modifications did it go through in the course of dis- 
cussion? Is ‘birth control’ in harmony with Malthus’ ideas? — 

g. “The increase in population during the past one hun- 
dred years disproves the Malthusian theory and at the same 
time shows that there is truth in it.” Explain. 


CHAPTER. XLII 
IMMIGRATION 


1. “The most fundamental controlling condition of the 
status of any group of people is the ratio of their numbers to 
the land at their disposal.” Explain. 

2. Why do people immigrate? 

3. “Over the past ten years I notice a complete change in | 
the character of the names in my class book.” What signifi- — 
cance do you attach to the quotation? 

4. Is there any connection between this machine era of 
ours, and the character of the immigrant that now comes to 
this country? 


:” 
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5. Is there really any justifiable reason for excluding cer- 
tain immigrants while we let in others? 

6. “Labor is back of this restriction movements. If we 
allowed immigrants to come in unmolested, wages would be 
lower, the costs of goods would be less, and the consumer 
would gain by a lower selling price.” What do you think? 

7- How does immigration have anything to do with the 
standard of living? Is it not possible to bring the standard 
of the immigrant to our level? 

8. State your view of the immigration law that is in effect 


_in the United States at the present time. 


g. Is the discrimination against southern and eastern Euro- 


_ peans placed on a sound basis? Is there any assurance that 


they make less desirable citizens than northern Europeans? 
10, We are told that restricted immigration will keep our 

standard of living at a high level. Is it not true that our un- 

precedented prosperity is due to our vast natural resources 


-and the accumulation of capital? Is it not true that here- 


after, since our natural resources will decline and we restrict 
immigration, we can fare better by investing our capital 
abroad? If these statements be true, over long periods of time 
is it not a mistake to limit immigration for the reason that 
such limitation will lower our standards of living? 

11. “The medieval population was stable; the modern pop- 


ulation is continually in process of migration.” Is this true? 


What are the reasons? Do they throw any light on ‘industrial 
relations’? (C) 

12. Cole, in his ‘World of Labor,’ published shortly before 
the great war, stated that immigration made the industrial 
problem in the United States wholly different from that in 


_ European countries. What do you think of the statement? 


Why? (C) 
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CHAPTER XLIV 
Pusiic FINANCE 


1. “The.increase in government expenditures before the 


nineteenth century is on the whole more apparent than real.” 


Explain. But is it not true that the growth of the cost of 
government has been substantial ? 
2. We note that the war-time burden of extraordinary costs 


sets a new scale of peace-time expenditure from which no 


people are able to get back to the pre-war status. How do 
you account for this? 

3. In 33 years the per cent of the income of the American 
people devoted to the cost of government has increased from 
seven to fifteen. What significance do you attach to this fact? 

4. Explain how governments become a powerful factor in 
the distribution and consumption of wealth. 

5. Why should an individual loan to a government and get, 
say, a four per cent return, when he can loan to an individual 
enterprise and get six or seven? Moreover, in case of default 
of a government, what can the individual do to collect? 

6. Trace, briefly, the history of the national debt in the 
United States. 

7. “Public finance has become the central fighting place for 
social reform.” Explain and illustrate. 

8. Should we expect an increase or a decrease in public 
expenditures during the next twenty-five years? Why? 

9. Discuss the importance of the administrative aspect of 
taxation, supporting your answer by concrete examples. 

10. To what extent is the growth of government expendi- 
tures to be regarded as a menace, and what political or ad- 
ministrative measures should be taken for its control ? 

11. Just what advantage do you see in the use of the budget 
in government finance? Is it as helpful in commercial enter- 
prises? 
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12. Describe the present federal budgetary system and 
point out the features in which it differs strikingly from the 
British system. 

13. Describe and compare the merits of the various meth- 
ods which have been used or may be used in the United 


_ States to promote economy in government expenditures. 


14. Discuss the case for and against borrowing to finance 
a long war. Would it be better to raise revenue by taxation 
instead ? 

15. Write notes on: deficit financiering versus surplus 
financiering ; the possibility of shifting a war burden to the 
future through a loan policy; compulsory loans. 

16. Discuss the influence on the per capita trend of gov- 
ernment expenditures in modern times of: 


(a) the growth of political democracy, 
(b) the growing density of population, and 
(c) two other factors which you consider important. 


17. Compare the merits of perpetual bonds, sinking fund 
bonds, serial bonds, and term bonds, for a national govern- 
ment with sound credit and an elastic revenue system. 

18. Compare and appraise the budgetary methods of the 
Federal Government prior to and since the recent budget 
reform. 

19. Discuss the principles which should govern the policy 
of a surplus capital country with respect to: (a) control of 


the export of capital; (b) political support to capitalists in 


seeking favorable opportunities abroad for the investment of 
their capital; (c) protection of the interests of nationals hold- 
ing the securities of foreign defaulting governments. In so 
far as information is available, indicate in each case what is 
the policy of the United States Government. 

20. Compare and criticize the methods of financing the 
Revolutionary War and the Civil War in the North. 
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CHAPTER XLV 
TAXATION: GENERAL PRINCIPLES 


1. “Public opinion tolerates a plan of tax distribution which 
makes some persons pay more than others.” If the quota- 
tion be true, then is not the taxation unfair? 


2. “Each citizen should be taxed according to the benefits 


he receives. The proposition is satisfactory in the case of 
fees.” Explain. 

3. The principle of ability to pay is the same as equal sac- 
rifice. Is this true? Is ability to pay a satisfactory basis for 
taxation ? 

4. How can a consumption tax have a regressive effect? 
Can you condemn a consumption tax because it is not in har- 
mony with the principle of ability to pay? 

5. What do you understand by the shifting and incidence 
of taxation? How may a tax be shifted? Is it legal? 

6. Distinguish between direct and indirect taxation. Why 
is it helpful to make a distinction? 

7. “A tariff may be used to accomplish a dual purpose.” 
How so? Give other examples. 

8. “We cannot have more than approximate justice in tax- 
ation.” Explain and illustrate. 

g. Give and illustrate a tax levied according to ability ; one 
levied not according to ability. 


10. What is double taxation? Illustrate. Is there any | 


way to avoid it in many cases? 

II. State the case for and against progressive taxation. 
What do you understand by degressive taxation? Regressive 
taxation? Apportioned taxes? Proportional taxation? 

12. What are the requirements of a good tax: 

(a) From the administrative point of view 
(b) From the political point of view 
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(c) Which of the above requirements is possessed by 
(1) customs; (2) income tax; (3) property tax. 


CHAPTER XLVI 
GENERAL PROPERTY Tax 


1. “The general property tax worked all right when we 
were an agricultural people.” What does the quotation mean? 
Do you anticipate that the general property tax will disappear ? 

2. “The possession of property is far from a true measure 
of taxpaying ability.” Why? Then is a tax on property, 


- according to one’s ability to pay? 


3. Does not the general property tax encourage people to 
put their money into intangible property? What of it? 

“4. “Reform of the general property tax is not possible; 
only by abandoning the idea of a general property tax can 
relief be expected.” What do you think? 

5. “In 1818 the United States gave a square mile of land 
in downtown Chicago to the State of Illinois for educational 
purposes. The rent from this to-day would be sufficient to 
support the entire school system of the State of Illinois with- 
out an additional dollar of taxation.” Discuss the advisabil- 
ity of the State’s having Kept this land. 

6. How does the general property tax foster dishonesty? 

7. What do you believe is the most important criticism of 
the general property tax? Why-has the personal property 
tax proved a failure? Why does the United States persist in 
using the latter when most other countries have ceased to use 
it? : 
8. Outline what you regard as the most promising line of 
reform of the tax system of a northern state, such as Illinois, 
Michigan, or Ohio, which at present relies mainly on the gen- 


eral property tax. (C) 
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9. The city dweller has a large part of his taxable prop- 
erty in the form of intangible property, whereas the rural 
man has his wealth in land, building, equipment and livestock. — 
Show that these facts tend to result in the general property 
tax discriminating against the rural population and in favor of — 
the urban population. | 

10. In so far as one man undervalues his property for pur- 
poses of taxation, while another values his at a fair price, the 
man who undervalues his property causes the honest man to 
pay more than his just share of the total tax. Explain. 

11. The desire of property owners to reduce their taxes 
causes pressure to be brought upon the tax assessor to under- 
value property. Show that when this practice becomes gen- 
eral in a county it forces other counties to undervalue their 
property or else to pay a disproportionate share of the state 
tax. 


CHAPTER byt 


Tue Unitep STATES REVENUE SYSTEM. 
THE INcoME Tax. SHIFTING oR INCIDENCE 
oF INCOME AND PROPERTY TAXES 


1. Describe the effort to secure a federal income tax. Why 
had the tax been declared unconstitutional ? \ 

2. What significance do you attach to the fact that the fed- 
eral government has invaded the field of direct taxation? Do 
you think this provision will have any effect upon the future 
importance of the various states of the union? 

3. Take an example of the income tax and show how the ~ 
tax should be calculated in the case of an individual. In the 
case of a corporation. 

4. What importance do you attach to the exempt minimum 
in the income tax? Should it be higher or lower? Give 
reasons, 


b. 
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5. Can a tax on economic rent be shifted? If not, then is 
it true that by such taxes the government takes to itself once 
and for all a certain part of the value of the taxed land? Is 
not this confiscation? 

6. List the meritorious features of the federal income tax. 
Has it any objectionable features? Explain. 

7. Discuss the need for, and the proper place of income 
taxation in state and federal finance in the United States. 

8. Discuss in connection with income taxation: (a) in- 
ventory methods; (0) stock dividends; (c) cash versus ac- 
crual accounting. 

_g. Discuss the incidence of specific internal taxes on com- 
modities in the light of modern price theory and of our 
knowledge of the spending habits of different classes of the 
population. 

10. Discuss the propriety and the expediency of taxing as 
income; (a) stock dividends; (0) capital gains. 

11. Explain why the tax upon each acre of land will be 


- shifted while a tax levied upon the value of land will not be 


shifted. 

12. If a tax of 2% is levied on the value of land, what if 
any, will tend to be the effect upon the value of farm products? 
Why? The rental price charged for city residences? Why? 
The price of land? Why? If a tax is levied on every bushel 


_ of corn produced, what effect, if any, will this have upon the 


price of corn? 
13. “We should do away with governmental tax-exempt 
bonds.” Discuss, referring to the basic principle of taxation 


involved. 
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CHAPTER XLVIII 
Tue Customs TARIFF. PROTECTION. 


1. Suppose the government puts a tariff of 75% on a com- 
modity. What does the government get out of such a tariff? 

2. “Any tariff which gives protection to domestic industry 
necessarily causes a loss to consumers greater than the gain 
obtained by the government.” How is this? 

3. We say that the tariff is used for revenue and protec- 
tion purposes. How can it be that the two purposes of the 
tariff are mutually antagonistic? 

4. “The protective tariff restricts international trade, pro- 
motes diversity of industry in the home country, and dimin- 
ishes reliance upon the goods of other nations.” Do you 
agree? 

5. Under protection, “a new industry is not an addition to 
the nation’s industry, but merely a division of capital and labor 
from one field to another.” Explain. 

6. “Protection is required, therefore, not to maintain the 
high level of American wages, but to make possible the pay- 
ment of American wages in industries not suited to American 
conditions.” If this proposition be true, does it not break 
down a strong argument for protection? 

7. “Protection has sometimes been urged as a means to 
facilitate and hasten transition from the agricultural to the 
industrial stage of national economy.” If so, is this argu- 
ment tenable at the present time? 

8. “The argument for protection is not economic at all; 
it is distinctly military.” Is the quotation true? 

g. Comment on the following: 


Simeon D. Fess, United States Senator from Ohio, said 
in a speech at Ashtabula, October 28, 1922, published in 
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the Ohio State Journal, “Opponents of a protective tariff 
are to-day making the same old calamity clamor about the 
tariff as of old. Figures fail to show anything in support 
of Democratic contentions. The Dingley tariff law (1897) . 
provided the highest duties of any ever adopted by an 
American Congress. Yet while that law was in effect, 
American exports grew from $1,333,000,000 to nearly 
$2,250,000,000. Imports increased from approximately 
$1,333,000,000 to nearly $2,000,000,000, more than 
$500,000,000. 

“On just what our Democratic friends base their con- 
tention that a protective tariff destroys our foreign trade 
it is difficult to ascertain, in the face of these facts from the 
government records. A Republican administration has 
just enacted the first scientific tariff law in America. Al- 
ready we are seeing increasing signs of the rising tide of 
prosperity which that tariff has started.” 


e to. Under conditions of free trade country X produces 
wheat and trades part of it to Y for clothing. Presently X 
raises a tariff barrier against cloth from Y. 


(a) What will be the immediate effect on the price of 
cloth in X? Explain. 

(b) How will the price of wheat be affected in X? In 
aes 

(c) Will any new industries arise in Y? Explain. 

(d) What will be the ultimate effect on the prosperity 
of each country? Explain. 


11. “To the same extent that the home market is wrested 
from foreigners and given to protected home producers, the 
foreign market is wrested from unprotected home producers.” 
Is this sound? Explain. 

12. The Underwood tariff took ivory tusks off the free 


list and imposed a tariff duty of 20%. The New England 
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manufacturers say that this duty on the ivory tusks trans- 
ferred from them to European manufacturers more than © 
$2,000,000 of export business.” Is it reasonable to believe 
that this tariff duty may have had this effect? Explain. 
(H) 

13. Explain carefully the fundamental nature of a protec- 
tive tariff. In your answer refer to the effect of a protective 
tariff on: (a) the number of lines of industry within a coun- 
try; (b) the volume of employment; (c) the volume of the 
total economic product; and (d) the policy of an all-around 
protective tariff—protection for everybody. 

14. Give the argument in support of the contention that the 
policy of a high protective tariff is inconsistent with that of 
collecting the debts of foreign countries to our government. 

15. “If we buy rails from England, we get the rails, of 
course, but they get our money; while, if we buy rails at home, 
we have the rails and the money too.”—A statement falsely 
credited to Lincoln. 


(a) Is there any reason to expect that our buying rails 
in England would carry off our regular stock of money? 
Explain. 

(b) Should we regret such trading because it decreases 
our stock of money, if that should result? 

(c) Substitute ‘cotton’ for ‘money’ throughout the 
above quotation, and show the fallaciousness of the doc- 
trine. (H) ; 


16. “We spend thousands of dollars dredging harbors, lay- 
ing cables, and building ships in order that we may trade with 
foreign nations and then we put up a tariff barrier and stop 
the trade we make possible.” Does a tariff thus negative the 
benefits which accure from improvements in transportation? 
(H) 


17. A group of men in the United States argue in sup- 
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port of a merchant marine and of a high protective tariff. 
Show that they are inconsistent. (H) 

18. The United States is an exporter of corn and wheat. 
Show that this fact necessarily means that a protective tariff 
discriminates against the corn and wheat grower. 

19. The protective tariff enables the protected domestic 
producers to compete against the domestic producers of other 
commodities. Explain. 


(a) Who are these other domestic producers? 
(6) Is the tariff of advantage to these ‘other domestic 
producers’? Explain. 


20. From a Republican speech: “In short, the attempt to 
aid farming, prima facie lends questionable aid to a select 
minority at the cost and to the exclusion of the vast majority.” 
Is not this a strange statement from a Republican? Why? 

21. Discuss the political aspects of international invest- 
ments, with special reference to: (a) restrictive control of 
the export of capital; (b) the concession problem; (c) the 
problem of defaulting debtors, private and public. 

22. Write notes on three of the following: (a) the pen- 
alizing versus the concessional method of tariff bargaining ; 
(b) the American attitude toward most-favored-nation treaty 
obligations; (c) the international aspects of patent legisla- 
tion; (d) the purposes of export duties and export prohibi- 
tions; (¢) the United States and the open door policy in tariff 
matters; (f) the “equalization of costs’ version of protec- 
tionist theory. 

23. Discuss the economic aspects of imperialistic expan- 
sion through the acquisition of colonies. 

24. Write notes on: (a) mining concessions as a olanen 
of the ‘open door’; (b) political control of the export of cap- 
itals*(c), thie soniaicance of the Brussels Sugar Convention ;° 
(d) the incidence of preferential import and export duties. 
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25. Write notes on any three of the following: (a) the 
general sales tax; (b) the capital levy as a means of liquidat- 
ing a war debt; (c) specific versus ad valorem import duties ; 
(d) unearned increment taxes. 

26. Outline the tariff history of the United States since 
1879 and explain the changes which took place in the tariff 
policy of the country. 


CHAPTER XLIX 
OTHER Forms oF TAXATION 


1. “The excises, like the customs, are therefore commonly 
called ‘consumption’ taxes.”’ Show how excises are consump- 
tion taxes. 

2. Suppose you desire to raise revenue from an excise 
tax. Upon what articles would you levy it? 

3. By the use of consumption taxes, all of the citizens may 
be called upon to bear some share of the cost of government. 
How is this? 

4. What arguments do you see, aside from constitutional 
arguments, against the states using an excise tax? 

5. If you subject corporations to a general property tax, — 
and the holders of stocks and bonds thereof to a personal 
‘property tax, do you not have double taxation? Admitting 
that double taxation is undesirable, what can be done about 
the situation? 

6. Is not the inheritance tax a tax that irons out incomes? 
If so, is not the tax socialistic? 

7. List the taxes which you think should be used for fed- 
eral purposes. For state purposes. For municipal purposes. 

8. “The fee system is bad when the fees are retained as 


“salaries by the officers collecting them.” Is this sound? 
Discuss. 
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g. “Henry George’s scheme is much more advisable in 
cities than in the country.” Do you agree? Discuss. 

to. May we expect an increased use of inheritance taxa- 
tion in our fiscal system? Discuss. 

11. Describe and discuss the various proposals for federal 
sales taxes in the United States. Does the argument that the 
tax has proved a success in the Philippines warrant its adop- 
tion in this country? 

12. Outline and defend a model plan of state en local 
taxation for your state. 

13. Describe the different methods which may be used to 
finance the widening of a through street in the residential 
portion of a city and compare their relative merits. 

14. What advantages do you see in the separation of state 
and local revenue? Are there any disadvantages in the plan? 

15. Describe the following: Corporation tax, single tax, 
special assessments, classification of public revenues and ex- 
penditures, ad valorem and specific duties. 

16. What are the problems connected with the assessment 
for ad valorem taxation of: (@) urban real estate; (b) coal 
lands; (c) forests? Indicate possible solutions. 

17. Write explanation notes on the following: (a) capital 
levy; (0) use of presumptions in income taxation; (c) con- 
stitutional tax restrictions in the United States; (d) regres- 
sive character of general sales taxes. 

18. Detroit has a municipally owned and operated street 
railway. If you were asked by the city of Cleveland to de- 
cide for it, in the light of Detroit’s experience with a municipal 
system and Cleveland’s experience with a private system, 
whether it should take over its street railway, how would you 
go about your task? (C) 

19. Trace carefully the short run and the long run inci- 
dence of specific taxes on commodities produced under com- 
petitive conditions. 
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20. Give in outline and justify the provisions you would 
insert in a model state inheritance tax law with respect to: 
(a) exemptions; (b) progression of rates; (c) treatment of 
trusts; (d) treatment of gifts before death; (¢) treatment of 
personal tangibles located with state but transferred by will of 
a non-resident decedent ; (f) treatment of shares of stock in a 
domestic corporation transferred by will by a non-resident 
decedent to (1) a resident beneficiary, (2) a non-resident 
beneficiary. 


CHAPTER L 
GOVERNMENT INDUSTRY 


1. Defend government ownership and operation of the post 
office. What administrative and political advantages are there 
in the use of the flat rate? 

2. “By use of a monopoly, the post office, in effect, grants 
a subsidy to the periodical publishers.” Explain. What 
should be done about it? 

3. What is your opinion on government ownership? Do 
you defend or attack it? 

4. There is a strong natural tendency toward monopoly in 
some industries. Is it not sensible to have government own- 
ership in such industries? 

5. It is sometimes argued that great industries ought to be. 
taken over by the government. What does it seem to you 
would be the advantages and disadvantages of such a move in 
the case of the steel industry ? 
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CHAPTER LI 
UNEMPLOYMENT 


_ I. “The labor problem arose just as soon as the worker 
ceased to be the owner of his tools.” Explain. 

2. If unemployment is caused by unforeseen changes in 
our productive system, would it not be sensible, say, to have 
the government regulate production? 

3. What do you think of the argument that the introduc- 
_tion of machinery does not lessen unemployment in the long 
run? Is labor interested in ‘the long run’? Is anyone else? 

4. “On the whole, however, we must conclude that the 
progress of industry is to-day of no: great importance as a 
cause of unemployment.” Do you agree? 

5. Why is it that industries that are subject to wide sea- 


_ _ sonal variations attract a disproportionate number of workers? 


6. How does persistent recurrence of unemployment re- 
duce the utility of the wage-earner’s income? 

7. li, during a period of prosperity, the wages of labor 
rise, how can we truthfully say that the real income of the 
wage-earner falls at that time? 

8. How does it happen that during a period of prosperity 
the wages of labor rise slowly, but during a depression they 
drop very suddenly ? 

9. How can you say that the pees of using the ‘full 
crew’ is sound public policy? 

10. Do you believe that the laborer really has any pro- 
prietary interest in the job? Do you defend the ‘lump of 
labor’ theory ? 

11. Explain the characteristics of the labor market which 
prevent a smooth adjustment of the supply to changes of 
demand? 
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12. Do you recommend labor exchanges as a measure to 
correct the evil of unemployment? 


13. “The government can acquire purchasing power only by ; 


reducing that of its citizens through taxation or borrowing.” 
Is this an argument for stabilizing the demand for labor? 

14. What measures do you recommend for the stabiliza- 
tion of labor on the part of private enterprises? 

15. “Society would gain more in increased productivity 
from a policy guaranteeing the security of labor than it would 
lose through the expense of administering the policy.” What 
does the quotation recommend ? 

16. Make up a model plan of unemployment insurance. 

17. Describe Great Britain’s recent experience with public 
unemployment insurance. 


18. Is it not good business to guarantee the workers against — 


loss through unemployment? 

19. One writer says: “Labor problems are the product of 
the machine.” Another says: “Labor problems are caused 
quite as much by subjective factors as by the objective factors 
in the worker’s environment.’”’ What do you say? Support 
your position. (C) 

20. Cyclical and seasonal unemployment arise from the 
fact that society allows the business man to shift to the 
shoulders of the workers risks which industry itself should 
be compelled to bear. The remedy lies in shifting them back 


again where they belong. What do you think of the state- — 


ment? What would the proposal involve? How could unem- 
ployment risks be ‘shifted back’? From the standpoint of the 
community would it be good industrial policy? (C) 
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CHAPTER: LIT 


PROBLEMS OF THE WorKING Day, CHILD AND WoMAN 
Lagor, AND INDUSTRIAL ACCIDENT 


1. How is it that if you give the worker a shorter day his 
real wages are not reduced but actually increased? 

2. The forces that have called for the shorter working day 
have not been wholly economic in character. Of what else 
have they consisted ? 

3. We are told that the reduction of hours leads to in- 
creased productivity. Has not the stage of greatest return 
- about been reached? How do inventions alter the situation ? 

4. In considering child and woman labor, we must bear 
in mind that the present attitude is due in part to an altera- 
tion in the ideals and principles which govern our political 
and social life. Explain. 

5. Most of the child labor legislation has been directed 
to children employed in industrial enterprises. Have not the 
legislators made a mistake in not considering the child on 
the farm? 

6. Is there justification in industry for the male laborer 
to fear the competition of the female worker? What of the 
future? 

7. What do you think of the doctrine of equal pay? Will 
not women always be underpaid in industry because of the 
very nature of the case? 

8. “The cost of industrial accident is on the whole un- 
avoidable—an inevitable feature of our industrial system.” 
What do you think? 

9. Show how the doctrine of negligence, contributory negli- 
gence, negligence of the fellow servant, assumption of risks, 
and compensation laws grew out of the development of our 


industrial system. 


94 QUESTIONS AND PROBLEMS IN ECONOMICS 


10. Compensation laws do not mean that the employer is — 
to take the burden upon himself. Does he shift the burden? 

11. What do you recommend as an ideal compensation 
law? 

12. Workmen’s compensation has generally been substi- 
tuted for employer’s liability for damage in cases of injury 
arising in employment. Make clear the difference between the 
two. (C) 

13. Draw up plans and rules for a model sickness and 
accident benefit association in a plant of 2,500 workers, a Be 
percentage of whom are unskilled. (C) 

14. “In considering the relationships of employer and em- 
ployee it may be found necessary to protect individuals against 
their will.” Give concrete meaning to this statement. Does 
the community protect citizens against their will in other re- 
lationships? What is the proper field of state interference 
with law? (C) 

15. What are the provisions of the 14th Amendment to the 
United States Constitution? Discuss briefly the attitude of 
judges in cases arising under this amendment. [Illustrate by 
reference to particular cases. Distinguish between this and 
the 5th amendment. Name a case under the 5th. 

16. (a) Summarize the history of child labor legislation 
and the court decisions thereon, 


CHAPTER GWE 
THE ORGANIZED Lapor MovEMENT 


1. “There never would have been labor unions if the fac- 
tory system had not come into existence.” Explain. 

2. How do you account for the growth of the labor move- 
ment in Great Britain since 1906? What of the future? 

3. Why was the labor movement in the United States be- 
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fore 1850 largely a failure? Even so, did not the movement 
accomplish great things even at that early time? 

4. “Labor unions in this country were never strong until 
the disappearance of free lands.” What had that to do with 
the labor movement ? 

5. “The failure of the labor movement in the late eighties 
was due largely to discarding lines of craft division.” Do 
you agree? 

6. Distinguish between the craft or trade union, and the 
jidustrial union. Which do you think will be the union of 
_ the future? Why? ; 
_ 7. How do you account for the fact that there has never 
been political activity on the part of labor in this country 
comparable to that of England? 

8. Since our government seems constantly to be taking on 
increased economic functions, may it not follow that our labor 
organizations will be forced to enter politics? 
~ 9. How do you account for the fact that membership in 

unions is largest during periods of prosperity? 

10. “One of the greatest handicaps to the labor union 
movement is the fact that unionism does not flourish among 
women workers and the unskilled workers.” What do you 
think? 

11. “The larger the scale of the enterprise, the less com- 
-petent is any individual worker to defend his interests.” 
What do you recommend ? 

12. “Wages can be raised by collective bargaining only if 
they were previously lower than the marginal economic worth 
of the workers.” What does the quotation mean? 

13. “The closed shop is merely an extension of the union 
program of collective bargaining with its implication, stand- 
ardization.” Explain. State the advantages and disadvantages 
of the closed shop to the parties concerned. 

14. What are some of the restrictive policies sometimes 


{ 
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practiced by unions? Are not the unions sometimes guilty of 
offenses for which they criticize capital? 

1s. What do you think of the strike as a weapon in the 
hands of labor? 

16. Almost everybody says that collective bargaining is re- 
quired under modern conditions of production if the workers 
are to get a square deal. What, in your opinion, is the case 
for collective bargaining? (C) 

17. What would you say constitutes the ‘seamy side’ of 
American Trade Unionism? Put in other words, what are 
the objectionable things in trade union practice? Why do 
you regard each of the things noted as objectionable? (C) 


18. Mr. Foster stands for industrial unionism to be at- . 


tained through amalgamation. The American Federation of 
Labor stands for federation, and, in general, against indus- | 
trial unionism. What position do you take? Why? (C) 


19. Professor Laughlin, in the ‘Hope for the Labor Union,’ | 


has taken the position that trade unions are trying to defy 


‘economic law,’ and that the only way the worker can get- 
more is to produce more. What do you say? Discuss in 


sufficient detail. (C) 

20. A great many persons are proponents of industrial 
unionism. Why? State your own position with reference to 
the matter. Give sufficient detail. (C) a i 

21. What are the following, how do they function, and 
what is their significance: (a) local trade councils; (b) the 
industrial departments of the American Federation of Labor; 
(c) city central bodies, such as the Chicago Federation of — 
Labor. (C) 

22. “The fundamental reason for the trade union is that 
laborers have the same desires and interests that employers . 
have.” Develop the argument. Is it sound? (C) | 

23. “The American Association of University Professors 
is interested in salaries, protection against unwarranted dis-— 
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missal, and extension of faculty control over university ad- 
ministration, and the promotion of good teaching and sound 
scholarship.” Assuming this to be a correct statement, show 
the points of similarity of purpose between this organization 
and labor organizations. (C) 

24. Under what conditions is it to the advantage of the 
members of a trade union to extend the union membership? 
Under what conditions would extension of membership be 
disadvantageous? Which of these two sets of conditions is 
the more largely prevalent in American industry to-day? 
Explain. (C) 

25. Under what conditions should you expect industrial 


__ organization to be despotic? Democratic? (C) 


26. The paid-up membership of the American Federation 
of Labor increased from 1,946,347 in 1915, to 4,178,740 in 
1920. What factors account for this increase? (C) 

27. A labor leader: “Any teacher who is intellectually hon- 


“est can do more for the labor movement than the average 


officer of a union.” Do you agree with this statement? Why 
or why not? (C) 

28. “What labor needs is a series of methods which do not 
inevitably align the public against it.” If labor is to secure 
its objectives, what methods and devices should it seek to 
develop? Discuss. (C) 

29. What is the place of the American Federation of Labor 
movement, and what are its functions to perform? (C) 

30. “The labor union is un-American.” What is meant? 
Is it more un-American than employer’s associations? Dis- 


cuss. (H) 
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CHAPTER L1V 
SoLUTIONS OF THE INDUSTRIAL CONFLICT 


1. Has not past experience shown that it is folly to legis- 
late against strikes? Should not something be done to curb 
them? What do we do in the United States? 

2. How much does conciliation accomplish in the matter 
of labor disputes? Do you recommend that the government 
promote conciliation in this country? If so, how would you 
have it done? 

3. “The primary purpose of employee representation 1s to 
promote efficiency in production.” If this be true, why do 


union men agree to employee representation? Or do they — 


oppose it? 
4. If the function of the mediator is diplomatic rather 
than judicial, will not the dispute if settled at all be settled on 


the basis of a compromise? Is a compromise a good settle- | 


ment ? 
5. Present the case for voluntary arbitration. Criticize it. 
6. Do you believe that we can ever accomplish outstand- 
ing results in labor controversies by the use of compulsory 
investigation ? 


7. “Recognition of the right of the public to a voice in the | 


settlement of trade disputes, must lead in time to a disarming 
of capital anl labor for private warfare.’ What is your 
opinion? 

8. Is it true that compulsory arbitration is correctly viewed 
as the opening wedge of socialism? What do you think will 
be the outcome of our industrial conflict? 


9. Can labor problems be solved? Make your position 


clear. 
10. If you were a real labor manager in an urban open 


THE INDUSTRIAL CONFLICT 99 


shop establishment, what would be the main points in your 
labor program? Why each? ) 

’ «1. Discuss the attitude of craft unionism to scientific 
a management and its causes. To what extent does the clash 
_ between them represent a vital divergence in ideals and in- 
_terests? To what extent is it superficial? (C) 

_ 12. Describe the typical attitude of the trade unionist 
toward the use of the injunction in industrial disputes and 
- suggest what you feel to be the fundamental basis for it. (C) 
_ 13. “Freedom for the worker has been secured through 
his progress from a position of status to one of contract.” 
Discuss and criticize this statement and its implications. 
(CC). 
_ 14. Is there any reason to believe that the following will 
tend to promote industrial democracy: Educational oppor- 
tunities for the masses? Savings banks and other agencies 
_that encourage thrift? Prohibition? The exclusion of immi- 
grants? (C) 

m5. “Recent labor legislation represents a marked change 
in thought.” Discuss. (C) 

_ 16. To what extent are the interests of the public cared for 
by collective agreements between employers and employees? 
Are the interests of employers, employees, and the public the 
“same? (C) 

17. The Clayton law declares that labor is not a commodity. 
“What difference does this provision make in the law existing 
-at the time of the passage of the Clayton Act? (C) 

18. What objections are commonly urged against the 
enactment of labor legislation? (C) 

19. Do judges record their own personal feeling as to the 
‘social desirability of legislation when they arrive at a deci- 

sion? How do they proceed? How do you account for the 
fact that decisions are not always unanimous? (C) 
20. Is stock ownership in companies for which they are 
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working, advisable for workmen? How do you account for 
the great development along these lines and how far do you 
expect it to develop in the future? (C) 

21. Take a field in which the principles of social insurance 
have been applied; state the problems, how the principles of 
social insurance have been applied to it and the results, and, 
holding in mind American conditions, set out your position 
with reference to that form of government regulation or 
provisions. (C) 

22. Select what you regard as the six most important basic 
economic changes which have taken place in this country in 
the past fifty years, and show why they are significant in 
understanding the present status of the wage earner. (C) 

23. Discuss critically the evidence as to the effect of the 
trusts on labor in the United States. 


CHAPTER LV 
ProFItT SHARING, Co-PARTNERSHIP, AND CO-OPERATION 


1. What, if anything, leads you to believe that there is 
something wrong with our system of distribution? 

2. What, in your opinion, are the prerequisites of true 
profit sharing? Describe a scheme of profit sharing. 

3. “It seems to me that profit sharing might culminate ina ~ 
system of producers’ co-operation. It might be possible for 
the workers to become the owners.” Is this true? If so, do 
you consider it a good arrangement? 

4. Leaving all sentiment aside, what is the object in profit 
sharing? Does it accomplish the objects sought? 

5. Why do labor organizations oppose profit sharing? Is 
not profit sharing advantageous to the laborer ? 

6. How does ‘co-operation’ differ from ‘profit sharing’ and 
from ‘co-partnership’? 

7. How do you account for the fact that many people who 
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are dissatisfied with our present method of distribution, favor 
‘producers’ co-operation’? How do co-operations work? 
What is the cause of their failure? 

8. Show how credit co-operation works. Might the system 
be successful in this country? 

9. Describe the organization and management of the Rock- 
dale system. What is your opinion of the arrangement? 

10. How do you account for the amazing success of con- 
sumers’ co-operations? Do they make a mistake when they 
extend their activities?’ Does not the movement encounter 
obstacles in the United States? 

11. Describe the most successful forms of profit sharing as 
regards: (a) basis upon which profits are shared between 
labor and capital; (b) method of dividing labor’s share of 
profits amongst employees; (c) form in which profits are 
paid; (d) relation of profit sharing to wages, to union mem- 
bership, and to business depression. Discuss in detail and 
appraise profit sharing (a) as an incentive to increased pro- 
duction, and, (b) as a ‘sweetener’ of industrial relationship. 
(C) 

12. Suppose you are dissatisfied with our present social 
and economic organization. What form do you propose as a 

_ substitute ? 

13. Discuss co-operative marketing as an example of large 
scale production. Indicate the fields wherein you believe it 
promises most, and the reason for your belief. 

14. Explain the advantage, from the point of view of the 
workers, that gain sharing has over profit sharing; over the 
ordinary piece-rate method of paying workers. 

15. Do you expect a consumers’ co-operative store located 
in the heart of Columbus to be highly successful or not? 
Why? What are the chief requisites for success? Is a co- 
operative store on the campus more likely or less likely to be 
successful than the co-operative store downtown ? 
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CHAPTER LVI 
SocrIALISM 


1. “Socialism, then, is destructive of these two basic insti- 
tutions of our order, private property and free competition or 
individual enterprise.” Do you believe that any society could 
function without these two institutions? 

2. What is the Socialist indictment of capitalism? The 
capitalist indictment of Socialism? 

3. Is Marx right about the class struggle? Is the sub- 
sistence theory of wages correct? Many economists say the 
Marx value theory is unsound because it leaves out of account 
the concept of marginal utility? What is your opinion? 

4. Marx thought that the change into Socialism is evolu- 
tionary and not revolutionary. Do you agree? 

5. Marx held that the tendency toward concentration, and 
the increasing number and misery of the laboring class would 
lead us into Socialism. Taking into consideration the long 
time period, is it possible that he was right? 

6. Do you see any likelihood of communism ever becom- 
ing a working program? Why, or why not? 

7. Is not Socialism already a working program in many 
sections of Europe? Might it become so in this country? 


8. “Those who oppose timely readjustment of traditional : 


ways and methods must be ranked among the enemies of the 
present order.” Give examples and show the quotation to be 
true. 

9. Describe succinctly communistic anarchism and indi- 
vidualistic anarchism; collectivism, syndicalism, and guild 
socialism. 


10. Distinguish carefully between ‘Utopian’ and ‘Marxian’ 
socialism. 
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11, What relationship is there between socialistic theory 
and the economic interpretation of history? 

12. Discuss Marx’s surplus value theory. 

13. Distinguish between state socialism, Fabian socialism, 
revisionist socialism, guild socialism, communism, anarchism, 
syndicalism, bolshevism. 

14. Are there any programs of social reform other than so- 
cialistic ones which promise remedies for unemployment, in- 
equality of wealth distribution, poverty? 

15. “There is harmony of interest between labor and cap- 
ital.” “Labor and capital have nothing in common.” Discuss. 

16. Write brief notes on Bakunin, Tolstoy, Kropotkin, 
Schultz-Delitsch, Bax, William Morris, De Leon, Sorel, 
Fourier, Lassalle, Rodbertus, Louis Blanc. (C) 

17. Describe in detail the Marxian theory of the inevitable 
cataclysm of capitalism. To what extent have his prophesies 
been borne out by the fact of economic’ development? Does 
this theory depend upon his theory of value? 

18. What do you think are the chief problems for economic 
theory to attack at the present time? Does it need wholesale 
overhauling ? 

19. In what ways, if any, have economic conditions in the 
United States helped to produce a people essentially different 
in their social psychology from the people of any modern 
country of Western Europe? 

20. Has your study of economic history given you any 
standards by which you believe you can judge as to the merit 
of economic institutions; has it suggested any goals toward 
which it seems to you those concerned with guidance: (a) 
have attempted to guide; (b) should attempt to guide? (C) 
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